
STATE LEASE MF099604 

CONTROL BASEFILE COUNTY 

04-4035 136583 - CULBERSON / 055 

SURVEY PUBLIC SCHOOL LAND 
BLOCK 52 
TOWNSHIP 00 
SECTION/ TRACT: 43 
PART 
ACRES 320.00 
DEPTH LIMITS NO 

LESSEE TITAN RESOURCES 
LEASE DATE Aug 04 1998 
PRIMARY TERM 5 yrs 
BONUS ($) 8313.60 
RENTAL ( $) 1. 00 
ROYALTY 0 . 20000000 
VAR ROYALTY 
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(type/print below) 

0.-)9604 

AU U T 4, 1998 
MINERAL L I A E DID APP L I ATION 

Texas General Land Office ED - CA-040(8-93) 

I agree, if awarded a lease on the referenced tract, to comply with all tcnns 

and conditions of said lease and with all applicable laws that so govern said 
lease, as those laws may be amended. 

TITAN RESOURCES, L.P. 

City MID LAND State TX Zip 7970 1 

Telephone (91 5) 498-8600 
{lnclude +4 Code) 

Culberson Public chool Land 
County(ies) _____ _ Survey/Area -----

52 
Blockffsp. Sectionfrract ____ _ 

43 (If Applicable) 320 
Acres ----(lf Applicable) 

( ) Cash Oonus Enclosed ($) (1ypc:/print amount below) 

$8,313.60 

..._(O~)_S_al_cs_F_·e_e_A_tta_c_h_ed___.(_.$) ________ (type/print amount below) 

~1;:4.7G 
This Sa les Fee is I - l/2% of the cash bonus as provided in ection 32. 11 O of the 
Na tu ra l 11.csourccs ode as amended. 

APPL[ ANT (same as above) 
TITAN RE OURCE , L.P. 

-
Pzn<-~ 

John E. Lodge 

D AM UNT NLY() 
Do Not include sa les fee) 

~8,313.60 _ 
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~ustin, '01:exas - -·-

WHERBAS, punumt 10 tbo Texas Nllllrll ~ Code CJ,aplcn 32, 33, $1, IDd Olapl« $l, Subcmplc:n A-0 IDd II.. (said Codo bdoa bcrcinallcr refc:rrcd 1111 u N.R.C.). IDd albjcct 1111 all 
Nlc:1 IDd rquia,dOIIS promulpled by the Commiaioacr o( die Gcncn1 Lllld Office mdlr. tho School Lllld Baird punuUll tbcrdo, and all ocher IA)l.lc:able lllltUta IDd 1111c:ndmm11 IO &aid 
N JLC., Ibo Collowi.nl 11'Ca, to-wh: 

Sil OF St:CTION '3, BLOCK 51, P\IBLIC SCHOOL LAND SURVEY, CULBERSON COUNTY, TEXAS, CONTAINING APPROXIMATELY 310 ACRES AS SHOWN ON TIU: 
omOAL MAJ' o, C\JLB£1lSON COUNTY ON f'IU: IN na TEXAS GENERAL LAND omcr.. AUSTIN, TLXAS, 

w-. llftei- bcula dllly adYl:rtbcd, olfend fr. lease OD tho 4111 ~ ol Aaptl, lffl, M 10:00 dclock Lm,, by tho Comm1Jllooa oltbe Ocncnl Liiie! Offioo of the Slllo o(Tcua lDd tho Scbool 
Liiie! Baird oltho Slllo olTCXM, fr. tbo IOle end ooly putp010 otpra.pec:tlll1 end drilllila fCll', -s produclna oil md/Cll' p, lhll ru:y bo found ad p1>Cluc.cd &om Ibo aboYO clc9cn'bcd mu; Mid 

Wl!EUA5, eftcr all blda end ranitt- wb.Jcb were recd~ up IO amd time haw bcca dllly couldcrod by tho Comm.laloo« of Ibo Ocncnl Land Office me! tho School Lllld Bolrd M a n:auJ.w 
modiq tlMreol la tbo 0-,,., Lllld OClicc, oo tbo 4dt ~ ol Aac,at, lffl, bc:n:inaJ\ar tbo "cffcdiw d,tc" IDd ii wu Cound and ddcrmlncd th8111T AN Rf.SOURCES. LP. wtio.e IICldn:a b 
500 W. Tr.xA.S. StJITt 5GO, MIDLAND, TX 7'701 had offend die biabctt and IIC:II bid Cr. a lcue of die au~ clc9cn'bcd and b, tbcrc{orc, entitled ito rocdvo a '-lhc:reoo: 

NOW, T11FllEf'OJll!, I.. a.ry Mauro, C,ommlalonc,-oldie Gcncn1 Lllld Of1ko oClhe Scale olTcxu, bcn::lnal\cr ,omctimc:s refc:rrcd lo u "Leuor," wbc»o IICldn:a b Allllia, Tcxu, by vb1uc ol 
tbo .-cirily ~ ID me IDd ID coosidcradoa oC die p.y1ll(llt by die bcn::lnal\cr dcs!IJUllCCI 1.-, die aum of Elpt TIMusaad 1llnc lhmdnd Tblnra ucl WlOO 0.bn (S&.313..'°). 
rocdpc o{ ~ b bcrcby ~ IDd ol tbc royaltla, ~ llipulMlons md coadWooa -taiood -' bcrcby acr-i to bo pmd. obecr-1 IDd pcr(ormod by ,.._ do bcrcby dc:muc.. 
ll'IDC, i- IDd Id ..a the~ mmtiooed bidder lhe c:xdusivo riaht to prospc,c:I fr., prodixc IDd llb cil md/r. ps from lhc aforcald au upoa lho foOowi.n1 tcniu and CODditiom, to-wit 

L RlSLR VA TION: lbae b bcrcby cxoq)lcd Mid rc:,er,od to 1.- tbo full IIN oldie ~ ~ bcrcby IDd all ripll willl rapect IO Ibo ~ IDd IU.blumcc lhm,o( fr. 111Y IDd 
all purpollc:I ocq,t dw,ec IJ'IIIIOd and to the cxlall bcrdn IJWltod to ,.._ IOCdber wi.th the ripu ol la,rca IDd tlfCU and UC ol Aid lands by t..c..or IDd its miDa'al lcDa, f(ll' purpolCI o( 
cxplorina fr. IDd producln1 die mincnls which .-c DOC OOYa'Od, °' ... 1)1<:b ru:y DOC bo ~ ID die fubn, unda' tbo tams ol di.b 1-. but wbJcla ru:y bo loc:ucl wilhin die IUlfacc bouDdm:la ol 
tbo '-oil II'& All oltho rishll ID IDd to Ibo lcmocl prcm1- rculaod by C-IDd all oldie rip11 la llld to die lcaeod prcm1-pmlOd11111- bcrcia ,hall bo Cll-'-1 la .x.11 • mamcr lhlll 
ocidior lball unwly lntafcn with the opcndou ol tho ocher. 

1. ffRM: Slll!jcct to die ocher prov{sions bcn:o{, thb lease lhafJ be, for I lam o{ t!Ye (5) )'al'I from tho df ecu~ clato bcno( (bado called •prinury lcrm 1 IDd II loq thcn:afta U oil °' ps 
b produocd ill ~· quaatldc:1 Crom said ll'CL 

3. DUA Y lltNT ALS: If DO wdl be oommcooed OD die llnd ba"Cby lca,ed OD °' bcfOfC die llllllwnmy dllc ol this 1-. thb lcac aball lalllWlc u to bods plflic:I \IDlaa die Lcsxc OD °' 
bcfon ad dllta lball ~ Cll' lmdcr- to die CommlJllloncr ol Ibo ac--.1 Liiie! Offioo o{ Ibo S-olT- • AlllUA, Tc:u., Ibo - o( 0- Dolw (S l.00). pu acn, wbld, lhall opc,ru • rcallol 
IDd _. lbe prMlep ol cldcnioa lbc com.mmocmmt ol I wdl CCll' twdw (12} moodia Ctom amd dlle.. ID like w llld upoo like Pll)'IIICIIU °' laldcn Ibo comlllCIIOC'IIICl!l of a wdl ru:y be 
l\a1her clderred b- lib pcriodl ol lbc - number ol-Cba -,j-YOly ckuiQa die primlry 1a111 bcrco(. 

'- PRODUCTION ROY AL TIES: Subjc,cl to lhe pnMlioo, fCll' rvyall)' rodoc:doos Id out la ~ (B) ol lbl, ~ 4, upon proclDcooa o( oil mdlr. ps, lbc Laac,c 11J-ec:1 to .,..y 
r.-lO be paid to die Commualoocro(thc Gcncn1 Liiie! Office ill AIIJtul, Tc:x111, Cr. tho uc and baldi• ollbc Sllllc olTcxu, durio' die lam bercol! 

~) OIL: M • royalty OD oil. whicb b defined .. lodudioa all t.ydioari>oos produced ID • Uquld form .. thc moulh of tho well and WO all ~c, dulillalc, end oCbcr liquid 
hydi-oca1,ou reoown,d Crom oil or pa nm dlroop I lq)Wlllor Cll' ocher cqulpma11, u bcrdnaJ\cr provided, 11.1 psi ol thc v- procluQioa Cll' lhc m.bt valuo thcRo«; 11 tbc opcloo or die r.-, 
IIICh val"" 1111 bo ddcrmlncd by I) lhc blgbat potted price, plu.s premium. it my, offend Cll' pllid fCll' oil. ooodcmltc, distillate, Cll' ocher Uquld byclroa,f,ons. rapoc:tivcly, ol • lilce 1YPC Md am,ty 
ia !he aa,cral ..-ea wbcre produocd and when run, Cll' 2) the bisbat maricct price dicrool offered or paid ID the acncnl an:a wbac produocd and ,.iim nm. °' 3) the p'OII proceeds of lhe Ale 
tbcrcot; wbk:bevcr b die gn:a&cr. Lcs.,cc agr"Ca dial bcfOfC any pt produocd Ctom the laod bcr"Cby lcaJCCI b IOld, used °' proccs,cd in a plaDt, it will be nm lh,c of COii IO Lessor dlrouah • 
adoqwte oil aod p1 lqlll'9IOr of ooovcntlooal IYPC °' ocher cqulpmco1 M lcUI 1.1 dlldCIII IO lbe cod lhM all Uquld bydrocmboos RICOYU'lblo from lbc ps by iucb mcm1 will bo f'CCC7\'CRd. tJpoo 
wri11a1 COOICllt ol Lalor, the ~U'QDCJII thac IIICh ps be nm lhroup JUCb • acparator °' other cqulpmcnc ru:y be wai~ upoo JUCb lmJIS and ooodillOOJ 1.1 pn:,c:n'bod by LcsJor. 

(B) NON-PltOCT.SSED CA.6: AJ a royalty OD any ps (includin1 flared ps). which b dcl"Ulcd u all bydrocarboru and psc,ou, 1Ubstanca not defined u oll in su~ (A) above, 
procluccd from any -11 OD said land (cxQCl)C u provided bcrcin with n:spoct tops processed In a plant (Cll' !he cxtractioo of p,olioc, liquid hydro<:arbon, °' oehcr producu) ~ pan of lbe grou 
produc:tlOD or lbe mn:c:t value lbcnot; M Ille opclOD of lhc Lalor, IIICh valuo IO be bacd OD Ibo hl&bm m.rlcc:t price peld °' offend fr. ps of compw.i,le qual.il)' in die gcocnl area wbcrc 
produocd and whee run, or the poa price peid Cll' offcrcd to the producer, whlcbever ls gn:alCr provided Iha& tbo maximum ix-- buc in mcuuin1 Ibo ps under lhb 1-ooolnCt ahall oot M 

•Y limo cxcccd 14,65 pow,da per 1q111rc locli abeolute, llld die ltMdatd buc ltmpcnlln lhall be liley (60) dc:at- Fahl'Cllhdt, QXTCC:tJOD 10 be made for prcs,uro ~ 10 Boyld1 Law, llld 
for ,pociflO pavlty IICClOl°Cinl to lCII made by lhc Balance Mdbod Cll'by lhc mo.t llppl'OVed IDClbod oflCIIUII bci.n1 u,c,d by lhc induslry al tho bllle oflellina. 



(q PROCESS£0 GAS: AJ a royalty oo an,y p.s procc:ucd in a p.solmc plant or ochcr plant for lhe --, o( p.sohne or ocher liquid hydroc:atbons, VS pan of the residue gas aod 
dae liquid ~ cxtrlQCd or chc market value lhcreo(, al the option of the Leuor. All royalties due ba'CUI aba1J be based on ooc hUDdrcd percent (I 00%) o( chc IOtal plant production of 
rcslduc ps a1.1n'buublc IO p.s produocd Crom lhiJ lcuc., and on fifty pcrc:cnl (SO%) or WI pcrc:cnt aa:nain1 IO 1-, whlcbewr u the crc,atcr, of the IOtal plant production of Hquid 
llydioc:erl>oos, 1111J1'buuble IO chc ps produced Crom lb.ls lease; provided WI if liquid bydroc:ati-. wc l'CCOYa'Od Crom ps procc:ucd Lii a plant in which Lcsscc (or Its plfflll, 111bddla,y or 
.nw..o) - IO inla'CIC., lbca chc pcrccotagc appllcable IO ljquld hydroc:ati-. aba1J be fifty pcrc:cnt (SO%) or the hlabat pcrcail acc:ruin& IO • lhitd party proccsslna p.s lhrougb IUCh plant 
.ad« a ptOCCUing apcmcot nc:eodlled al tnlll' lca&fh (or if lbcR u no mda lhitd party, lhc hiabat pcrcai1 lbca being apcc:llled In proccsslna acrocmcnts or oooll'ICU In lhc lndusuy). 
~ ii lbc pa&a-. The rapcc:uYC royalties on rc:alduc p.s and on ljquld bydroc:ati-. &ball be dcunalncd by I) 1bc hlabat mnet price pal'd or offered for any ps (or liquid 
~) of com.,..-ablc quality In lhc scncnl ~ or l) lhc croa price p&ld or offered for such rcsJ.duc au (or lbc wclshlcd avcnce srou idling price for the rapcc:uYC p"ada of Hquld 
~ydiocarbocu). whldicw,r u lbc pa&a-. In no cvc:nt, laowcwr, llw1 the royalties ~yable uadcc Ibis pe,qRpb be lcu chan lhc royaltica which would baYC bcco due had the ps not been 
proccsacd.. 

(D) OTHER PRODUCTS: AJ a royalty on c:a1- black, sulphur or any ocher products produocd or manufactured Crom p.s (cxc.q,ting Hquld bydroc:art>oru) whether aald p.s be 
"casm&b<ad, • "dry" or any ochcr ps, by nctioutin1, luuin1 or any odicr pl'OCCUiA1, 1/S part o( croa productlon of such products, or the market value thereof, a1 lhc option of Lessor, IUCh 
mnct value IO be dclamincd U follows: 

(I) Oa the basls of the highest market price of each product, during the Ame month in which such product u produocd. or 
(2) Oa chc basls of the awngc croa aale price of cad! product for lhc same month In which such producu ll'C produocd. whichever 1J the grcatcr. 

CE) V ARlAD LE ROY AL TV: (i) Subj«! 10 the ocher provisioos of Ibis lcue, ii u bcrcby provided WI In the CYCllt production In ~ylng quantities iJ Cll.abllsbcd punuanl to the tcrmJ 

at du, lcue and alCh productlon iJ brou&fu on line and aalca tbcrcof arc commenced within twcnty·Cour (24) months of the cfTcetiYC dale hereof, lhc royalty rate provided herein &ball be 
roduccd to ll. 7.s'h, and aba1J apply IO each abtcqucol -11 drilled and producod oa the land cova'Cd by lhu leue. Provided dw, if durln1 ruch twcnly·four (24) month term durlng which 
i.- a,iy c:m11 a roduccd royalty Ille of II. 75% u ba'CUI provided, Lcsscc abould drill in good faith and complete lbc finl -11 u a dry bole on lhc land cova'Cd by dtl, lease. Lcsscc may 
rccciw a cbtcc (J) mooth cxtcnsloa of lbc 1crm In which to c:m11 a reduced royalty rate by sivina notice to lhe Commission« of the Gcocral Land Office, commmcing drillin1 opcntlOOJ on an 
additloul -u prior IO the c:,q>U'alloo of IUCh three (J) month period and proeccutlng dilicmtly and In good faith lhe drillin1 of ,ucb additional wdl and oomplctinc aame ao lhal production In 
peyina quantitica iJ establuhod and ao WI such production IJ brought on line and Ales thcrcof arc commCDCCd prior IO the cxpimion of such lhrce (3) month extension period. 

(u) In lhc CYCll1 produc:lion In ~I quantities u cstabl!Jbcd pursuant to the termJ of lhiJ leue and such production u brought on line and Ales thereof arc commCDCCd after the 
c:iq,indoll of twal(y.four (24) monlha Crom lhe effective date bcrcof but prior to the cq,intioo of f°"Y-dght ( 41) months Crom the cfTcctlve date bcrco(, lbc royalty rate provided herein abalJ be 
Rld,icod 1o 1,.375% and aba1J apply to each ait-iucnt well driUed and producod on lhc land cova'Cd by lhia lcuc. Provided that. If durln1 111ch twaey-four (24) month tam durlng which 
Lcsscc may earn a nlduocd royalty rate of 19.315% u bcrdll provided, Lcsscc abould drill In good faith and complete the fiM -u u • dry ho.le oo the land cova'Cd by lhu !cue, Lcascc may 
recdve a three (J) mootb cxtcnsloo of the 1crm In which to earn a reduccd royalty rate by glviq notice to lbc Commusloner of lhc General Land Office, commCOCUII drillina opcntlOOJ on an 
addiliooal -ii prior IO lhc cxpirltioo of suda lhrcc (J) monlb period and pnllCCUtina diUptly and In good faith the drilling of suda additiooal -U and complctina ume ao Iha! production In 
~ quotlties u caablilhcd and ao thM adi production IJ brought oa line and aales lhcrcof' wc commenced prior to the cxpirltion of suda lhrce (J) month atenslon period. 

(P) NO oroucno : i--acr- lb.at all royalties accrubl& to 1...cuor uadcc 11u, lease aba1J be wlll><Klt dcduc;don for the eo11 or producing. uansportin&. and otllcrwlJc maklna lhc 
oil, p1 aod ocher procluctJ produced bcramdcr ready for aale or uc. 

(C) ROY AL TV lN l(INI): N~ 9IQ'lbiD1 ooataiDod lacrdo lo the OOOlrMy, Lcuor may, 111 l11 option. ~ - lea dun 60 days notice to Lcaoc, n,qulre III any tlmc or Crom 
time IO time lhll ~ of all or my royalties eccndq to Leuor under lbiJ leue be made In lcind without dcductioo for lhe COit of producing. pthcrioa. ICoring. lq)IRtin&, treatini, 
~ comprcaiq. proccaiq. lnlllpOrUIIC and ocbawlJc mu:lq chc oil, p.s llld OCbcr pn)ducu producod bcmmdcr ready for aale or uc. Lessol'J ri,ght IO tab Its royalty In lcind 
..U 11()( dimlnlJh or IICpl.O l.c:Aor'• ri&l>ts or i.-'1 obUptionJ. wbdbcr ap-ca or Implied. under du, 1eue. 

(0) PLANT FUEL AND RECVQ.£0 GAS: No royal\)' abalJ be peylblo oo my Pl as may rq,rcscoi dua lcuc'a proportlonalC rharc of ooy fvcl ucd lo proccu gu producod 
i.-ds ID my proccai.a& pl.ml. N«widutmdina aaydwla COlltlllned bcrcia to Cbc OODlnr)', and aubjc,ct to Cbc COIIICllt In wriiiq of the Commlmoocr of chc Gcocnl Laod Office, Leuce 
may l'CIC)'do p1 for pa lift purpo,ca on Cbe lcucd prcm.lJa aft.er Cbe liquid IQ,dlocaaboaa cootalll,cd lo Cbe PJ baw boc:o ranoved, llld no royalties llw1 be ~con Cbc p.s ao rcc:yded 1111til 
_. limo • lbc AIIIO may lbcrcatlcr be produced and aold or uted by Leuce in suda - .. IO clllitle l..cuor IO • royalty lhcrcoa under lhc royalty provision., o( lhiJ lcuc. 

(I) MINIMUM ROYALTY: Duriaa "'>'ye.aft.er chc c:iq,indoll oflbc primay term oflh.lJ lcuc, lfdua leue IJ mainwned by production, chc royaltica peld to Lcuor In no CYCll1 *1wl 
be lea Cb.m 1111 amOUD1 equal to lbc total ooaual dd-,, Riii.ai bcrd.D provldcd; o&crwl.,c, lbc:re lhalJ be due and ~ oa or before lhc lul day of lhe month ~ lhe lllllivcnmy dale of 
lbiJ 1-o a ,um equal IO Ibo toca1 ooauaJ rUlla1 lea Cho IIIIOUDl of royaltica peld duri.na Ibo prc,ccclins yts, 

(J) MARGINAL PRODUCTION ROY AL TV, Upoa 1-'1 writ1ca appllcM,oa, lhe School Laod Doerd m.oy reduce thc royalty rate 1C1 out la lhla pwagr1lpb and/or lbe mlnlmum 
royalty ,ct out In ~ 4 (1) to alaDd Ibo OOOIIOOUC lif c of lhlJ lcuo and CDOOW'llfC rcoovay at oU or p.s lb.at might otlicrwi,o remain Ulll'CCOYCr'cd. All;/ 1UCb royalty rcduotion must 
ooofon11 lo cbo n,qulranaiu of~ Scbool Laod &.d adminlJlntlvc rule:, oa lhlJ IUbjoc:t. R.oyalty may DOC be roduccd below lhc applicable ltlMOr)' minimum. 

s. llOY AL TV PA YMEHT'S AND llEPORTS; All royaltica DOC talccn In kind llw1 be pel.d to Ibo Commwioncr o( the Gcocnl Land omoe al AIUlln. Tew., lo lhc (ollowins m.anocr: 
h:>'mml at royalty on production at oil and pa lhall be u provided la tborulcl ,ct forlh ID lbc Tcxaa ~ . Rule, Qlffll!Uy provide lhll royal()' on oil iJ doc md must be rcocivcd In the 

Omen! Laod Offioo on or bdore Ibo Sib dsy ol'tbo accond moadl •ICCOcdi111 Cbc mooeb o(producdoa. and royalty on p.s IJ due and mUJt be rcocivcd in lhc 0-W I.ADd Offioo oo or before 
.,. Isela ct., o( lhe IOOOlld moatb -..oooodi111 lhe IDOllib of production, 11000111penicd by cbo affidavit o( lbc owner, mmqcr or other autborued aaeni. complClled In lbc form and manner 
pn,Mribod by lbc Ocncnl Laod Offioe and lhowln& Ibo grou 1111oun1 and cllJpo.tioa of all oil and PJ produced and Ibo market value o(tbc oil and ps, togctbcr with a copy o( all documents, 
records or rq,orts ooofumlq die grou production, dupolitioo llld mmbt val11C lncludiq p.s meta" radinp. pipdloc recdpU, PJ line rcocipu llld other cbects or mcmonoda of emounl 
ptoduced and put Into pipcliJlca, tanb, or poolJ llld PJ Unca or pa ~ IOd my ocher reporU or records which Cbe General Lllld Office m.y rcquln, to vaiCy lbc grou production, 
ciapomdon and mncc value. ID all cuca cbe -.rlhorley of a mmaacr or accnt to act for lhc La.cc b«cio mUJt be filed In lhe Ocncnl Land Office. Eacll royalty pll)'Dlcnt abalJ be eccompenled 
by a dloc:lc lltlab, .chcdulc, 1U1111111fY or othcr ranlumcc advkc abowiag by Ibo wiped Gcocnl Land Offioo lease Dumber die 1111owit of royalty bdn& peld oa each leue. If Lcsscc ~YI bu 
royalty oo or before thll1)' (JO) days aft.er tbe royalty p1y111ca1 wu clue, Ihm~ owa a penalty oC S% on chc royalty or ru.oo, wblcbeYa' la greater. A royalty p1y111cat whlcb u ova' thll1)' 
()0) d8;y91* &ball 110Cn1C a penalty o( 10% o(dle royalty due or Sl.S,00 wtucbeYCr la greater. In additloa 10 a penalty, royaltica &ball 110Cn1C U1lcl'cll al a l"IIIC o( 12'4 per yer, ,ucb lntcrc,t wlll 
~ eccndq wbc:a die royalty u ~ (60) days ~ Affidavits and ,upporti.aa documc:ots wblch n DOC 6Jed wbcn due aba1J lnc:ur a penalty Ill III amOUIII Id by the Gcocral Land 
Office admlniJtnllvo rule wblch u dfcctlve oo lhc dlllc wbc:o lhc affidmts or IUPl)Ol'tiaa documents were due.. The Lcsscc aba1J bc:a- all rc,poosibl1ity for payina or cau.sina royaltica IO be 
pllid u praa,'bod by the due dlll.o provided bcrda. hymcot of lhe dc.liDqucncy penalty aball lo no wsy opcnle to prohibit the SLllda right of forCciwro u provided by law nor act IO poltpOOe 
tbe dlllle oo whlcb royaltica wcrc originally due.. The aboYC penalty provisioos lhall not apply la cuca of title dl,pute u IO cbe Stale'• poruon of lhe royalty or to dllt portion of lhe royalty In 
dilpulc • to &it maned value. 

'- (A) Rf.SERVES, COIURACTS AND 011lEll RECORDS: Leuce aba1J ..uwa1ly funwb Ibo Commwloocr ol'chc Ocncnl Land Office with Its bCll possible cstiaulte oC oil and PJ 
,_.,... uadc:rlyi.Qa dua lcuc or allocable to dUJ lease and lhalJ funwb raid Commlmooa- with coplc:1 of all oontrac:u ander wblch PJ u IOld or proccacd and all aibacqucnl aarccmmts and 
-•dmCIIIII 1o IUCb ooncncu wilhia thh1y ()0) days aft.er catcriq Imo or mu:lq suda ~ apcmc,DU or MDcodmc:olJ. Soch oootrac:u and acr-icats wbCD recdved by lhe General 
lAlld Offioe abalJ be bdd la ooofidmoo by Ibo Ocncnl Laod Office mlaa otlicrwi,o auiborizcd by ~ All olbcr OOQlnCU and records pcrtalnlq IO lbc producdoo. nn.,portatlon, aalc and 
..bdq o( cbe oU and p.s produocd oo raid prcml-. lncludiq die boob and acool.mll, recdpu and dac.bqa of all wdls, tanka, pools, mctcn, and pipclioea abalJ at all timca be subjoc:t IO 
~ and cuminatioo by Cbc Oirnmh•loocr oftbe Ocncnl Land Office, lhe A.uonlcy Gcocnl, Ibo Ocwcnior, or tbe rq,rcaa,tative of any of them. 
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(8) ORJLLINC RECORDS: Wri11a1 IIOdcc ol all opcndons oo dUJ lcuc &baU be aubmiucd IO the Com.m.lssaoocr of the Oc:ocnl Land Offioc by Lcsscc Of opcn1« live (S) ~ bcforc 
..,...i cWc, woricoYcr, ro-cacry, lcmpcwwy obmdoomCDl or plug and obMdoomclll of any wd1 Of wells. Such wriuaa a.odcc to cbe Oc:ocnl 1.-1 Office &baU lochadc copies ol Railroed 
Comm1u1oe foruu (Of oppliadoo to cWI. Coples ofwdl ~ complctloo rq>OfU aod pluu!o1 rq,oru lba1l be auppUed to the Gc:ocnl Laod Office II the time chey ore filed whh cbc Texas 
bilroed Qiaimlssloo Lc:acc &baU IIUA)ly tbc Gc:ocnl Laod OfftOC with any records, mcmonoda, IICCOUlllS, rq>Oftl. c.minp aod corca, or odlcr lnforaullioo rcladvc IO the opcndoa o( Che 
~'bed premises, wbJdi in-, be rcqucstcd by the Gc:ocnl Laod Offi«. UI edditioa lO d>otc bcrdn cxprcssly provided fOf, l.caoc malJ haw ID cJcc:uical and/Of l'ldlOIIC:tivi(Y 1UrVey 

made oa cbc ~e ~ 6-- cbc buc ol cbc iufacc c:asiq to the touJ clcpch ol wcJ1, of all wd1J lkilled oa the above dc:lcn'bcd prcaiixa aad sb.all lrmmlit a ll'\lc copy of the lot ol cacb 
w,:vey on cacb weU IO cbe Gc:ocnl l..lDd Office whhla fif\ccn (IS)~ al\er cbe makia' of uid --,.ey. 

(q PENAL TIES: Lc:ucc lha1J 1-ir a pcmlty wbcaevcr rq>Oftl. documenlJ « ocher IIUIICria1J IR DOt filed la the Ococnl l..lDd OfftOC whc:11 due. Tbe pcml(Y for- Ille filln1 lha1J be Id 

by lhc Ocncnl Land Office ~vc Nie wbld, u effcc:dvc oa the du when the malcriab were due lo the Ococnl Land Office. 

7. RETAINED ACREAGE: Nocwlthscaoding w,;y provisloo ol this lcuc IO the coocn,y, al\ar a wdl producu,g « capable of producin1 oil Of ps hu been oompldod oa die leased 
,......1sa, l...cacc ahall cxc:rdJe cbe chligmoe of a rca.sooably pn,dcnt op<ntor lo drilllni auch edditloo&l wdl « wd1s u m.,- be reuooably ncceuary for- the proper devdopmen1 ol thc leased 
premlsa and In mancctln1 the produetioo tha-coa. 

(A) VERTICAL: lo the eYC111 thls lealc u lo force and effoct two (2) yan al\er thc c:,q,intioa dalO of the primary« extended lcnD It &ball thc:o laminll.c u IO all of the lcuod pranlJes, 
EXCE'T (1) 40 .au .rrounding each oil well capeblc of producing In ~I quantities and 320 la'CI IWTOWlding each ps well capable ofproduc;l.na in paying quantitic, (lncludina a shut· 
i. oil « ps well as provided in Parasn,pb 11 bcrcol), « a well upoo which Lcsscc u then engaged lo cootinuous drill mi « rcwor1dn1 opcnlions. Of (2) the number of .au included lo a 
produdq pooled unit pursuant IO Natural Resources Code Sccdons Sl.lSl·Sl.lSl, «()) auc:h putar « 1-number of acres u may then be allocated for- procluc:tioo pwpolCS IO a prontioo 
..it for c:acb audl producing well under die rules end rcgulatioru or the Railroad Commlssioa of Tau, « any succ:easor -.c:ncy. « other govcmmc:ntal authori(Y haviq juriJdlcuoa. Within 
,o d8yl a( a pettlal tc:rmiiutloo o( thls lease ill IJClllOrd,ncc with thls aubpllnsrac)b and vi-~ of the mmlmum filln, fee Id by Ocnenl 1.-1 Office rules ill effect II the time of the 
,_.. ..-....loa.. LeDOC lba1l have the rlsbt IO obwn a mace lcuc foe lllgrus and cgrus oa and ioaoa the ICnllinatod por1ioa of the leased prcmlsca as may be rcuoaably occcuary Coe the 
----' opcndoe ot tbe portions of tbe i-c rcmalDlq in force and droc:t. lf Lcsscc fal1J '° apply Coe a -race lcue wilhia cbe 90 ~ pc:rlod ,pocified above, l..cacc may opply r« a 
.-<- '-c &om tbe Land Off-, bul tbe Land Commlssloocr llaa lbc discndon 10 gr1IIII « ~ IUchi applbdoa ond IO Id the fee Cot audl Nfaoc lcue. 

(8) IIORIZOITT AL: la the cw:nt th.b lcue I, UI force and effect IWO (2) )'earl al\er the cxpin,tioa du of tbc primM)' Of extended lam it aha1J fur1hcr La1llln.ale u IO all dcpcht below 
100 feet below tbc total clcpch tkillcd {bc:rdll&tlar "deeper dcpcha") Ill each wdl localed oa ~ rc:ulncd Ill Pvagnipb 7 (A) above, uolca oa « before two (2) yc:s, &II.er tbc primM)' « 
G1mdod tcnn LeDOC pmy, 111 - c,qual 10 ooo,balf (l/2) o( the boout oripally paid as ~ foe dUJ lease (as spcdficd oa pqc I bcrcol). If IUdl IGIOUQI u peld. thb lcue &baU 
be la force ond dfoct .. IO audl doq>cr" dcpcha, ond Aid lcnDlaadoa lba1l be~ (« ID edditioo.al pc:rlod al !WO (2) )'earl and IO loa, tbcrcallcr u oO Of ... I, produced la pmylna quaotidcs 
&om audl doq>cr" dcpcht cowrcd by th.b lcuc. 

(q WEN11FICA TION AND FtLINC: Tbe ourfacc ec:rcaso rdaincd bcmmdar u IO cllCb weU ah&1I, as -1y u pncdcal. be la tbe focm of • ICIUat'C with thc wd1 loc:aicd ua the cm1er 

6crco( « audl od,ar .b.tpe u Ill.I)' be -.,pl'OYOd by cbc School Land l3oatd. Withla thley (30) dqa after pertia1 ICrnllnarloa. of lhlJ lcue u provided bcn:ui. Leucc shall cxoculC and record a 
NiaM Of~ coataulU1I a ~ lcpl dctcripcioa al die acrcqc and/Of depdu 80C RUiDod bcfflmdcr, The rcoordcd rdcuc, Of a ocrtif.ied copy of AIDC, mlJ be ffied la tbc 0cnenJ 
Land Offloe. &CCOID!*lied by tbc fillq fee pracribod by die Ocnenl Land Office rula ill drect oa die du lbc rclcuc I, 6lod. I{ 1-wb Of rcflllel IO CXCCUlc and record audl rdcase « 
~ w46ID IUllC(y (90) d8yl .t\a' bc:l,q ~ IO do IO by the Omcnl Land Office, then Ibo C-,mlaloa<r. bl.a eole di,crcdoo Ill.I)' dClignllc by wriUCD UUU11mcot the ec:r"QCC and/« 
depdu 11> be rdeucd locramdcr and record audl lutnamall at Lcacc'1 c:xpmJC Ill the -,nty Of countlcs wbc:rc die lease u loc:lllcd and la thc official records al the Ococnl Land Office and 
-:ti ....,.patioa lhalJ be biDdins wpoa 1-foe all JlUl1lC*I. lf III any time after thc dfcc:ti YC du al cbe pertia1 lamlnatloo p-ov(sloo.t bc:Rof, the opplicable field rules '" chanpl « cbc 
Miii « wd1I loallcd tbcnoa - rcclullfied ao lbat lea eaage ii lhaul\cr allocated IO aid well or wellJ foe produetioa pwpo.cs, thls kase aha1J thc:reupoo tcnnlaale u IO all eaage DOt 

IIM:rcaftc,r .tlocalod IO Aid wdl « wd.11 foe ~Oii purposa. 

1. OFPSET WELLS: I{ oO and/« ps lhould be produced lo oommcrclal quMtitics Crom a well loc8lcd oo land privmdy owacd « oa Sime lend lcucd at a 1eAcr royalty, wblch wd1 la 
wt6la - .__ {1,000) foct of Ibo - lndudcd bcn:ui. or wblda wdl ii tlniAIII& the ,rca QO'YCl'CII by lhla lc:uc, tbc Leucc lbaU, wilhill wt,y (60) ~ all.ar audl lllltlal producdoo (nu 
....... wdJ or Ibo wdJ locmod wtdlla - dloumd (l ,000) feet &om tbc &IU cowrcd by duJ loue bcp Ill eood Caieh ond proeocule dillpdy tbc dril1lnc of ID offid wdl Oii Cbc SU 

.-'tld by 6il lc:uc, md IDC:h olfNI -0 ..iJ be &illcd 10 audl dqJdl U 111.1)' be _,- IO pr-nem tbe mdllc chwp a( tbc - cowrcd by tblJ lc:uc, and the l.c:acc., Ill.INF Of drlllar 

..0 - Ill - IICICCDm)' Ill a p,d 6i1II dfort IO ~ audl oft'.iCll wdl produce oil and/« ps • oommc:,d.al qu.aatitiea. Oa.ly wpOII die dcurmlnatloa of the Commiaioocr and wilh hb 
wriaal ~ m.wy tbe ~ of a -penwocy royal()' utisfy cbc obllpdoo '° lkill ID offsd wdl « wellJ required under duJ Pvagnipb. 

, . OllY HOLVCESSA TION OP P'ROOIJCnON OURJNC PRJMAJtV TE.RM: It, cbiQa dlc prim.-y ICnD hcroo( and prior- IO CWCOYC1Y ond productloa al o0 or ps oa aid bod, 
I.-*-Id drill a dly bolc « liolc:, ~ « If cbiQa tbe prim.-y 11:nD KROl aod after Ibo~ aod aaua1 produc:6oa of ail « ps &om Ibo leased prcmlsca adl p,oduc:tioo thacof 
~ - ~ 9'Y -. duJ ~ ..ii aoc la'aln8IC If oa or bdorc tbe cxpindoa al~ (60) dqa &om dlllc al ~Ion al uld dly bole or ccmdoD al productloa Lcacc 
ocm• 1 c• .ddidonal .mJq or .-'dq opendou ~ « ~ Of acbl ibc acx1 IDDval delay raul In Ibo - rm u provided In Chu lcue. IL duriAa the lut yar al tbc 
prim.wy 11:n11 « wkhin ~ (60) d8yl prior tbcrdo, a dly liolc be oompldcd wl abmdoacd, « Ibo produc:tloa al oil « ps tbould ocac foe my amc, Lessee'• ripll lhall rmwa III full fon:,c 
md dfoct wkboll 1\11111« opendou .U tbe a:plnlioa ot ibc pruury 1en11; and If LeDOC llu aoc l'CIUDlcd produc:llioa ID ~ qu.aatitles at the cxpntioa of ibc primM)' liCnll, Lc:acc IIIJQ' 
.......... *1, '- by -,dacdnl eddidoul drllllq « rewortdq opcndoal purwa 10 Pwa,rapb 10, uiq Ibo cxpindoa o{ ibc primM}' lam as tbe date o{ CClllll.ioa of produc:doa tmdar 
......,.... Io. Sboaid tbe tu. wal « 9'Y aub-.qoc:M wdJ tkillcd oa tbc above dc:lcn'bcd lwl be oompldcd • a llhut-la oO « ps wdl within tbc pruury lc:rm IMnoC, 1..cacc Ill.I)' resume 
,-ymc111 ot ._ _.. reaal i. tbe - - • prO¥ldcd IMrdD oa « bdorc tbe raul ~ dll.o CoUowlq tbe c:xplndoa ot ~ (60) dqa Oom the clMc al oom.plc:tioa al ...:ti mut-la oil 
« ps waJ md .. ~ &awe IC) ..ire _. ~ du, i- ...i 1peo '**> ~ IC at tbe c:xplndoa ol tbc pruury 11:nD or m.y time lbcn:aftcr a obut-la oil « ps wdl II located oa 
tbe 1-i prm,'-~ -..y be made ID 9CCOrdaDcc wilh Ibo lhut-411 provbiou bcreoC. 

II. CUSATION, DIULUNO, AND UWOIUC.INC: I(. .no- cbc c:xplndoa ottbe prtm.-y 111:rm, produc:doa aloO « ps &om the leucd pranbca. aLl.c:r oocc oblalood. tlbould ccue 
._ 111111-, 6la lw ..ii 110C __...... 111-oom- oddldoul dn'l11q Of ~ opcndou widabl ,lxty (60) d8yl after a,c:,h ocmtioa, wl dUJ '- oball rmwa la full 
b'09 md dfcd b' eo loa, • .ci opendou coadmae • eood r.kti md In wor1anln1ike - wt1bout ~ totaljq more Ihm ~ (60) d8yl. lf ada drllllq or reworiculi 
opcnd,cm ,-ll la ._ producdoa ~ oil or pa, tbe lcue lball raula ID f\111 for'CC md drect foe eo loa, • oil « ps b prodllccd &om lbc leased prcmlsca la ~ quctltles « ~ of 
....._ oil or p1 -a royaltiea or...,.-ol~ royaltla la madoaa provided hercio « u provided by law. rttbcdrilllna«~ opcntlou rault ID tbc oomplc:tioa ofa wdl 
• a dly Ide, Ibo~ wlll aoc tamJute lltbe .._ _ eddidoaal drllllq Of rewor1dJI( opcndoal wiCbla ~ (60) dqa after ibc complc:tioa o(the wdJ u a dly hole, aod lhlJ lease 
..al ,_... ID dfoct ao loa, • 1-ooadma drllllq Of rewortdq opcndoal ID eood &Ith ond la a WOf1alunliko 11U11Dar wllbout lola'nlpdoas touJing more dim ,Ix()' (60) dqa. Lcacc 
..ii pvc wrlllal MMioc IO the 0coarw Laod Office wlthla thiey (30) dqa al cy CClllll.ioa al produciC:ioA. 

IL SIJ\JT· IN aov ALn:tS: Foe pqrpoecs otduJ s-acr1lpb. "Mil" mcau cy wdl that lw boca uqDcd a wdJ number by the -.c a,cnc:y luvlqjurlJdlcdoa aver cbe produc:doa of oil 
.-cl po. I{ 111 cy time after tbe cxpindoa a( Ibo prim.wy term o{ a lcue that. mtil bdq thul In. - bdq eelncalDCd In fon:,c md droc:t, a wdJ capeble al produclq oil « ps in ~ 
quctlda ii located oa tbc lcacd pranbca. but oO « ps ii aoc bdq prodllccd foe laclc al tultablc producdoa fac:11.ida or laclc ot a IIUltable ~ then Lc:ucc Ill.I)' ~ u a llhut.&i ail « ps 
royal()' m mnoua1 equm 10 double lbc --1 raie.J provided Ill thc kale, buc 80C lea lb.ID Sl,200 • yar for each wdJ capable ot produdq oil« ps In~ quctltlcs. To be dfcc:dvc, 
each lnld.al lihlll-ai oO or ps roya1(Y e1111 be .,.icl oa « bdorc: (I) ibc cxpindoa oldie prim.-y lcrlll., (2) 60 dqa after ibc Lc:ucc ccuca IO produce oil« cu &om lbc lcucd pranbca. « (3) 
60 d8yl after 1-oomplccca a drllllq Of rewortdq opcndoa Ill 9CCOrdaDcc wllh tbe lcue pr'O'iblou; wt,Jd,cw,r du II latCll. If the llhut-ai oO « ps royalty la paid, cbc leuc Iha!! be 
~ ao be a prodoclq lcue md tbe ~ ..ii CXlcDd Ibo term., of tbe lcue foe a pc:rlod ol ooo yar Oom lbc end ot lbc prtm.-y term, « 6-- tbe 6nt ~ of ibc moalh Collt,,,,iq Ibo 
.oa6 i. wtaktl produc:doa ccuod, IDd, after- that. IC 110 aaltllble p,oduc:tioo fac:11.itlcs Of lulablc -.ta foe ibc oil or ps cxiJts, Lcsscc m~ CXl.cnd cbc lcue foe four more IUOCCQIYC periods ol 
- (I),-- by ~I ibc rm,e mnOOlllC ada ,_- oa « bcl'.ore ibc cxplndon of cacb llhut-111 re-, 

11. COMPENSATORY ROYALTIES: I!. duria.s die pc:rlod cbc lcue la kc,p( ua dfoct by~ alcbc lhut-ui oil« ps royal()', oil Of JU ii aold md dcllvcrcd Ill~ qumtitica 
r,._ a well locatcd within - tbollNlld ( I ,000) feet ol the leased prm,lsa ond oomplcccd Ill the - prodoclq rcaavolr, « ua w,;y cue In wbldi drainage la OCC\lffllll, the rlsht IO CXlllWfUC IO 
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aaiatala lbc lease by Pl,YUlC lhe lbut-in oil or ps royal()' ahaU cca.sc, but chc lease lball rcma>A dfccdYC ror the rcma>Ada- or the y- ror wbJcb the royal()' hu beat paid. The Lcsscc m-,, 
m.abatala die lease for four more ~ve r--a by Lcsscc paylnc ~ royal()' et the royal()' nte provided 10 thc kasc or thc marlcct value or productioo Crom thc wcU c:awlog the 
~ or wbicli la compldod la die same~ l"CSCMIU' UICI wilhln one dlou.saod (1,000) feet or lhe leuod prc:mlxs. The oompaisa10ry royal()' la to be paid moothly to lhe 
Commiuioner bcgiiuwtg OD or before die lut day o( lbc mooch follow!Ag lbc month la wbJcb the oil or ps la producc,d from the well causuii the lhinagc or that iJ oomplcted la the umc 
produciAg 1'CSCn'Oir UICI loct.tcd wilhln ooc tbou.send (1,000) rcct ol the kued pranucs; if the ooml)CIIAl«y royalty paid in any 12-mooth period iJ la an amowu less than the annual abut-in 
oil or ps royalty, Lcsscc lhalJ pay 111 1111011111 equal to the diffcrc:occ widwl tbirty (30) ~ from the cod of the 11-Cll()Oth period. UICI oonc of thcae prom;iooJ will rdicw Lcsscc of the 
obl.ipdoo of reasonable ckYdopmau nor tbc oblipdoo to drill otfsd wells u provided la N.R.C. Sccuon Sl.O:M; ~. II the ddaml.oatioo of the Comml.ulooer, UICI with the 
Commlsslooa'a writtc:o approval., the paymeftt of compaisa10ry royalties aball uti.dy the oblipbOD ID drill ofuct wdlJ Compaua.l()ry royalty ~cnts which arc DOI timely paid will accrue 
pcnaltr ood latc:rcs1 la ~ with Pwagnpb $ oC tbla lease. 

13. EXTI:NSIO S: lC, a1 the cxpin!lOD ol the pnmuy ICnD or tbla lcuc, producdoo oC oil or ps hu DOI been obwncd oo the leuod prcmi_ses but drilllq opc:rations arc bd.ag cooductcd 
lbcrcoo la &ood faith UICI lo a &ood UICI worlcmanli\:c maonc:r, Lessee may, oo or before the a:pinboo o( the primary ICnD, fi~ la the Gcoc:nl Land Office wnUCD appliaitloo to the 
Commlssloocr oC the Gcocnl Land Office for a thirty (30) day cxtca.sloo ol tbla lcuc, ~penled by peymcot o( Three Thousand Dolln (SJ,000.00) If tbla kasc oova, dx h11Ddrcd (or(y 

(640) acres or less UICI SiJt Thowaod Do11an (S6,000.00) 1( tbla lcuc CCMn more than ax bllDdrcd forty (640) acres UICI the Commissloocr lball, in writing. extend thlJ lease for a thirty ()0) 
day period from UICI &Iler the cxplradoo oC the primary 1cr111 UICI ID long lhcreal\er u oil or ps iJ produced la paying quanlilles; provided fW'lher, lha.t Lcucc ~ . 10 looa u aucb drilling 
opc:rations ore bdna cooducu,d male like appllc.lion end p-,,mcnt durina any lhlrty ()0) day CXlcndcd period for an adw11onal cxtcnsloa of lh!ny (30) ~ and, upoo ,-jpt of aucb 
appliQlloo UICI payment, the Commlssloocr aball, in writing, again cxtcod lhiJ lease IO lhat Ame ahall rcmaln ID force (or aucb edditional thirty ()0) day period and IO loog lhcrc&fter u oil or 
ps la produced in paying quantities; provided, ~. lha.t tbla ICI.IC ab.all DOI be extcndod for more than a total or three bllOdrcd oinccy (390) da)'1 from and after lhc expiration of lhc 
prima,y ICnD unless productioo in payi.oa quantitica hu been obtained. 

1'- USE OF WATER; SURFACE: Lcsscc aball have the right to use water producod oo Aid IUICI occcswy for opcntJoos bcrcunda and IOlcly upon the leased prcmlacs; provided, 
llowever, Lcsscc ahaJJ DOI use pocable wuer or water twtable ror UYCStock or lrripdoo pwposes for water Oood opcntioos without the prior written oocucnt of Lessor. Subjcct ID its obligation 
IO P'Y IUliacc dam.ages, Leaoc lhalJ baw die rlafit to u.sc IO much oC die IWfaoc of the land lhat may be rcuonably noccauy for drilling and opcntlng well, and ll'aDSp0(1ioa aod mlllUtlna 
tie productioo therefrom, IUC:b u.sc to be oooduc:tcd IIDdcr coodilloo.a oC least 11\)111)' to thc surface of the land. Lcsscc aball pay swface damage, in an 1mount set by the Gcocral land Office 
(cc lldlcdule wbicli la dfcctiw OD lhc date wbcu the adivil)' roqulrlng the paymcot o( IUJ'!acc damages OOClll'I. 

IS. POLLUTION: lo dcvdopiq tbu area, Lcucc ahaJJ use the hi&hcsl ckgrco of care UICI al l proper aafcauan!J to prew:nt pollution. Without lunltlng the foregoing, poUulioo of COUlal 
wcdands, uturaJ wmcrways, rivm and Impounded water lhalJ be prcveotcd by the use of ooatalnmau flcllilica IU!ficlcn.t to prew:nt lpillage, ,cepage or ground water ooatamlnation. In lhe 
event oC pollution, Lcsscc lball 111e all mam It Its l1iJpOAI to l'OCllplW'C all cac:apcd ~ or ocba pollutant UICI lball be 1"ClpOll,Sible for all damage to publlc UICI priva1e propcnic:a. 

(A) UPLANDS: Lcssoc lball build and malntaui rcnca around Its slush, IWDP, aod dnlJlace pets UICI latllc b1t1.cnca IO u IO protect llvcstoclc apinsl loa, damage or iqjuiy; UICI upoo 
complcdm or abeodoamcot o{ IQ)' well or wdla, Lcucc JbalJ fill and leYcl all du.sh pits and cclJan and compleldy clean up the drllllna lite of all rubbilb lhcrcoo. 

(B) SUBMERGED LANDS: No duchlrp ol eolld wuu or p,ti.c,, lball be ~ into Sl8lc w.cn Crom any drillio1 or ,upport -ta. productioo plat[orm, crew or supply boel, 
lllrge, j.ck-.., ria or o<bcr oquipmait loc8tcd OD tho lcucd orca. Solid wuu alwl locb1dc but aba.1.1 DOI be liautcd to OODtaiDc:n. oquipmcnt. rubbuh, plastlo, glua. UICI any other man-made 
~ hcau. A lip aat be duplayed in a kigb traffic IRI OD all VCSld, aocl mmocd plat(orau ~ "DiJcbargc of ooy aolJd 'ASIC or prbqc lato SQle W11cr1 from verxls 
or pl.adonna Is aricdy prabs'bhcd aocl .....,, mbjcc:c a Sa&e of Tau kuc 10 rondlllre.. • &ad, ---aba.1.1 be lo lcuc:rlna of Ill lcut 1 • in liz.c. 

(Q RIVERS! To Che CXlall DCCCSAr)' ID prevent pollution, Che provisions found la subeoc:lions (a) and (b) of tbla panarapb lhalJ wo apply to riven and rivabeds.. 

(D) P£NAL1Y: Failure to ODalply with tb.c rcqalremcots o(tblJ proYiJloo ~ rcaalt lo tb.c awdmwn pcnall)' allowed by law locludlq forfdlW'e olthc lease. Lcsscc shall be liable for 
6e dma.aaea CIWCld by IUC:b wlurc and my COIIJ and c:q>cmCI IIICIUITCd ill clcanlq ll'CU affcdod by tb.c d1Jdw-aed waste. 

IL IDENTLFICA TION MA.llKEllS: Leucc mall crod, It • claJl.locc not lO WlCcd twcol)'..fiw (1$) fffl from each well oo tb.c prcml_ses OCMrcd by thlJ lease, a lcp'ble dao oo which 
*-all be IC*Ci Che a.ac ol tbc opc,tl«lr, tb.c 1ca,o clcdp181loo ood lbe well aumbcr. Wbcrc two or - wdla OD die same lcuc or wbc:rc wdla oo two or more kasCI arc OODDCCtcd to tb.c umc 
lllllc b.aay, wbdbcr by lodMdual Dow Uac ooaocc:dons ~ to Ibo taolc or tMlb or by uc ol a mul.tiple bcadc,- ~ . each Uoc bdwcm each well and such tank or bcadc,- ab.all be lcgi'bly 
klcati6od It all times, either by a firmly attacbcd taa or plate or aa ldentlJicltiOD properly painted OD IUCb lioc Ill a diJtaocc DOI IO exceed lhrcc (3) rcct froo, aucb tao.le or bcadcr oonncction. 
Said llg:ns, tap, plates or other ldcntifiClllion marlrcn lball be malinalncd lo a legible coodilloo throughout lhc ICnD of tblJ lease. 

t7. ASSlCNMEHTS: Tbc lcuc ~ be trmd'cm,d Ill aay time. All traad'cn mutl rd'<RllOC tbc lcuc by tbc filo IIUDlbcr UICI must be recorded lo tho ooun(Y where the ll'CA I, localed, md 
die recorded lnllSfer or a copy ocrtilicd IO by the Counl)' Oen: o( tb.c COU11Q' wbc:rc tho lnlnlfer la recordod mu.st be filed In tb.c Gcocnl Land Office within nlnecy (90) days of the c:xccutioo 
dMc, • providocl by N JLC. SoctiOD Sl.026, aooompaolcd by tho fiwia (co pracribcd by tb.c Gcoc:nl Land Office MCI la cffoct OD tbc dale of -.clpt by tbc GcncnJ Land Office oC such 
trwufcr or ocrtilied copy tbcrcoC. Ewry trm.aercc lhaU IUCCCOd to all rlafiu end be mbjcc:c to all obUpdons. liabllitica, and pcnalllca owed 10 die SQle by tbc oriainaJ ksscc or IQ)' prior 
lrllld'ercc ol tbc lcuc, lacludiq IQ)' llabilltica IO the ltlllo for unpaid royal tie&. 

11. ll£1.ZASES! 1-_,. ~ lbc rights graoc.d licrcundcr ID tb.c Stale It IQ)' time by~ tbc rd_ la tbc county wbc:rc tblJ orc:a la awatod UICI fi1in, tbc rccordod rdease or 
c:atl.fiod oopy or -1o tbc Ocncnl Land Office witblo aloc(y ('90) ~ aft« lu ~ -i-Jod by tbc filing (cc pn:acn'bod by tb.c Ocncnl Land Office rulCI in effect ()Cl tbc date of 
~ by die OcDcnl Land Office al ax:b rdc:uc or c:atl.fiod oopy dicrooC. Sudl rdc:uc will llOI uve die dfoct al rdeasiq Leuce from my llabilll)' lhcrelofore IOCIUCld In mu ol tb.c State. 

lt. UEN: Ill IIOCOf'dmoo wida N.JLC. Sc,cdm 52.136. Ibo Swe ahaJl uve a fine lien 11P011 all oil IDd pa producod from tbc _.. OOYCrCc1 by tblJ 1cuc to ICQU'C PIIY'Oeftt ol all unpaid 
~ md och.cr IUIIU al-, IM 11,Q' booome duc mdcr" tblJ lcac. By .occplmCc al dw lcuc., Lcacc srmts tb.c Stlll.c, In addition to tb.c liCII provided by NJLC. Scc:tioo 52.136 ood my 
oCli,cr applabic .-Y llal. Ill a;prc:a OODlr'KClal lic:lll OD aocl acc:uri(Y ialcrat lo all lcuod miDc:nlJ la end atnoccocl from tho lc:ucd praDUC1, all procccd, wiuch ~ 80ClllC IO Lcucc 
&c. toe ale ol 11UCi11c-i mlncrala, wbdbcr _.. procccd, .re ltdd by .1-or by a di.lrcl paey, aad all lixlurca oo and lmprovcmcntJ IO tbc lcuod prcmlaCI UJcd lo ooaocc:doo with the 
prod.cdoo or proocai.aa al IIUCil lcuod mlDcrala la order IO tcQft tho paymc,ot ol all royaltia or och.cr - due or to bcoomc duc vodcr dw lcuc and to ICQU'C PIIY'Oeftt o( IQ)' damages or 
Ina M Leaor .....,, adfcr by -- al Lcacc'a brcacb ol ,ay - or condition ol tblJ leuc, wbdhcr a;prc:a or lmpllod. Thia Ucn UICI acc:urity lntcrcs1 mq be (orocloscd with or 
widioal OD111t procccdlq, la tbc - providocl la tho TI tic I, OM,p(a 9 ol the Tau Buslocu ood Commc:rcc Code. Lc:ucc agl'OCI that tbc Commissioner mq rcqulrc Lcsscc ID cxcc:utc 
llld ,-d IIUCil inlwmcau • ....,. be rcuooabty ._,. to admowlcdgc, llllXh or pcr(oct tblJ lien. Lc:ucc bcrcby rcpracots lha.t there are no prior or oupcrior licoa aru!na Crom aod 
rdallag IO c-·, acdvitica llpOII die aboYM1ctcribod propaty or &om Lcucda acquuitloo o( tblJ lease. Sbould the Commluloncr at any time ddcnnlnc tll&l lhla reprcacnwloo la DOI INC, 
Chm tho O>m.mlssloocr m-, dccuR tblJ lcuc («rdted u providocl bcrc:in. 

lO. FORFEmJR.E: lC 1-lhaU fall or rcluac to malcc the ~ ol my IUlll within tbirty (30) ~ &Iler it bcoocnca due, or IC Lessee or ao authorl.ud &gait abould lcnowinalY ma1cc 
IQ)' Ca1ac l"C(Ul'll or Ca1ac report OODCCnl.lng productioo or clrillioe, or It Lcucc lhaU Call or rduM IO drill aay ofuct well or wdl.a in &ood faltb u required by law UICI tbc nilca and regulations 
adopted by 1bc Commfnloocr ol tho Gcoc:nl Land Office, or It 1-lbould (all IO lllo rcpona In the lllAIIDCI" roqulrod by law or (all io comply with Nie, UICI rcgula!loos promulgated by the 
Ocncnl Land Office, tb.c School Land no..d. or tb.c Rallroed Commwloo., or tduac tbc proper authority ecceu to the rocordJ pcrtal.olng to opcntiona, or IC 1- or an .,1horu.,od agent 
lbould knowingly fa!J or rd'IUC to sfw CIOffllCt fnfonutlon to tb.c proper aathoril)', or knowinalY fa!J or rd'wc to fwulab tb.c Ococral Land Office a comct log of aey well, or lf Lcsscc a.hall 
boowiqly ~ IIIY o( Cbc lllalcriaf prow;looa of tblJ lcuc. or It thla lcuc la aulpicd end ibc aul1JUDcol la DOI filed la tbc Ocncta1 Land Office u required by law, the rlcbts acquired under 
tllla lcMc inall be aubjoct IO forfdture by tbo Commlulooa-, end t.c aball f«rdt NIDO wt.ea IUO'idcatly fnformcd o( the (ICU which authoriz.c I (orfdtw'e, UICI wbco forfeited the arc;a a.hall 
apla be 11Ubjcc:c IO 1cuc IO cbc klgbcst bidder, under the ume recuJadoos ooatrolling the oricln,al aalo o( lcasea. However, no<hlq bcrdo lbaU be OOOJWcd u wa1v1n, the automllllo 
ICnllnadoo o(tblJ lease by opcndoo oClaw or by RUOO or ooy apcclal llmlwloo arulog bcrcunda. Forfdtw'CI may be Id aside UICI thla kasc UICI all rights lhcmmdcr rclnswcd before the 
rlpll ol mochcr lau:n"CDC upon llti.a!acto,y evldcacc to the Commluloncr or the Ococn1 Laod Offioc or fuun oomplllllOC with thc provWoo.a of the law and of thla lcuc UICI the Nlca and 
recwatiODa that m-,, be adopted rclallve bcrcto. 
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Jl. IUV£Jl8£0 T'RACl"S: lo tbc CYCDI thJ• lcalC --, • ri~ Lesrcc b bcrcby .,artcally pMlod lbc ript of -1ocn1 doawD and coodcmMC•tJO u Jll"(Mdcd (or i.a NJLC 
Secdoo. Sl.092-Sl.09J. as • !WI oltbc ~ dcntioa movi11& co Lcuor for tbc OCJVaWIU bcma made by Lcucc · 

11. APPLICABLE LAWS AND ORILLlNC R.ESTRJCllON : Tbu lax &ball be subj«:t &o all Nie, and resubdOIU. and ammdmenu lhcmo, promulp.tcd by the Commluioocr of 
6c Ococnl 1.-1 Office aowrnuia ckilhoa and procludo1 opcntloas oo Pauuioait froc SdM>ol Laod ipCQfically indudm1 M )' Nlca promulp.tcd lhll relale &o plaau of opcntlou, payment or 
,oyahla.. and ...&ti.as proccdurcs, ond lhall be m bJCQt io all ochcr valid IUlutct, Nie,, replaoOIU, ordcn and onluwiccs lhll may alfc:d opcntioos lllldcr cbc provuiocu o( th1s 1-. Without 
'-iti.as the sc,ncnJjty oldie foregoi.a&, Lessee bcrcby "iJ'ClCI, by die accq,cancc of this lcuc, to be bound by and subject co all 1ututo,y and regulatory proviJloo.s rdatina to the GcncnJ Land 
Off'icc'11Udi1 billin& IIO(jc,c llld IUdit bcarulp procedures. Saki provisions arc Qlrnlltly fowid II ll Tau Admi.alstntivc Code.. Chapter 4, and Tc:x.as Natural~ Code SccdOIII Sl.13$ 
-S Sl.ll7 dM'oqtl Sl.140 IA the evcat thb lease --. land Crmchbod or lcucd or ochcnme ucd by • uvlpdoo d&.lnct or by the Ua.itcd Swea for the purpoec ofuvlpdoo or ocher' 
p.-pote !ftcldau IO the opcndon of• port, then Lcssec &baJI DOC be enbllod IO enter or poacu alCb land without prior ljlpf'OVal u provided llndcr Socdoa 61 117 o( tbc Texas Wau:r Code.. but 
l..cuce &baJJ be end llod IO lkYclop 1UCb land (a< oU and ps by du-cctiooal clrilllq; provided, bowcvcr, Iha& DO ...,.{ace drilli.aa loc.llloo may be - th.la 660 fed and lj)CClal pc:rmlAioo &om 
-.C Commlssloacr of the Ococnl 1.-1 Office la occcssa,y IO make M )' IUffacc locetioa - ._ l, 160 fed meund Oil npt aqlca &om die - buil.;hcad hac or &om lbc -
~ bottom cdac o{ 11111 chanod. ahp, or tununa besin "'ii.Ida lw bccn 1111tboru:ed by thc Ulutcd Slate, u • (odcral projoct for l\mn -.uucdoa, "'illdlever b -

1J. REMOVAL OF EQUl.PMF..NT: Upoa the 1crmi.aatloD o(thlJ lcuc (or 11111 cau,c, Latc,c shall DOC., la 1111)' CYCDI, be pc:rmluod IO rcmoYO tbc C&SUI& or 1111)' p111 o(lbc oqwpmau &om 
my produc:ln&, cky, or obeodooc,cl wdl o, wclb witbout die wri11a1 OOIIICfl( o/ die Comml.uioacr o( the Ococnl 1..-1 OIJ"icc or lw .udloriz.od rcpraait:allvc. n« &baJJ Leuee, without tbc 
wriuc:n --1 of said Commluloocr o, llU 1Wlhoriz.cd rqiracnw.,vc l'CfflOYC from the lcucd prembcl Ibo CUUll or any ocher c,quipmcat., mau:rial, auc:hlaay, ~ or propcny OWllCd 
by l..cuce Mid ucd by Lcucc In lbc devdopmcat and produc:tloo of oil or ps tbcrd'rom unuJ all dry or abaodoacd wclb have bccn pluucd and unuJ all alusb or ref111e pita have been properly 
filled and all broken or ciltcardcd lumba, machinery, or debris llhall have bccn rcmoYCd Crom cbc prcmuca IO the saliJactioa of die aid Commiwoner or his 1Ulhorir.od rqnsccllllvc 

14. FORCE MAJ£UR£: Should Lcucc be pmoa1tcd Crom complyi.na with 1111y cxprca or lmpliod COYCGaOt o{duJ lcuc, from ooaduc:tiq drillilla opcnt>oos ~ or Crom prodl,cuia 
oil rad/or .. lbcrdroai, allo- drort made la ,ood faith, by rc&JOG of-. rd>dlicm, riotl, llnkca, firca, KU of God o, my Ofdcr, Nie or resubd011 of ,ovcnimental audlo,ey, then while 10 
,--.cl. 1-'1 obllpdoo 1111 oomply with tuda coYC88lll &baJJ be ,wpcadod 9'>0II proper Mid utir!octo,y prool ~ to tbe C-ommi,..,,._ o( tbc Oc:ocral l.aod OOloe la ,uppo,t o( 
i.-'1 ~ and i.a- thalJ DO( be liable fo, cbzusca fo, ralhn 1111 comply lbcrcwidi (except la die CYCDt ol '- opcndom ,wpcadod u provided • 111,t ruJa ...S repladou 
~ by the Scbool l.aod 80lrd): and this lease lhall be cxtcndod wbilc and 10 loaa u Lesrcc Is pmutcd, by 1111)' IUCh UIIIC, &om clril1iq. rcwortdnc opcntioos or produclq oil aodlor 
ps from the lcmcd prcmuc:r, provided, bowew:r, thOII DOChlq bcrdD '111&11 be CODStNCld to ,wpcnd tbc .. ymmt of rcntalJ dunq thc pnma,y or cxlCDdod tom. eor to abridJc Lcucc'1 ri&ht &o a 
a,paulon ~ 11111 oppllcablc 1t11U1C o{ this Sutc. i, 

' ll. LUSE St:CUIUTV: Lcucc &baJJ take tbe lllpca dqroc o{ care llld all proper tafcaua,ds IO proc.cct aid prembcl and to pmut tbd\ o( oil, pa. llld ocher bydaocmbcxll pc:oducod • • 
.._ tald lcuc. Tbu Includes, buc b DOC hmilccl to, lhc 1uta1J.ioa of all _,- c,quipmcat. -a,. lod.J, Of ocher oppropriOllc pracoc:dvc deYioca OD Of II all ICOCU poultl 1111 tb,c ._ •• 
procb:tion, pdiaia& and llOf'&Ctylllcm.l wbcrc tbdl allrydroc8rbo,u CID - Lesrcc tball be liable (or the loa o{my ~ realtiq from theft and lhall a-y Ille SID olTau 
!'0)'9ldca ~ u provided bcrdo Oii all oil, p.1 or ocher ~OCll'bolu !oat by l'C&JOII oflhc.l\.. 

1'. ll.EDUCTION 01' PAYMENTS: 11; cb-in& lhc prbu,y la'm. • ponioe al lhc IMd C>OY<rOd by elm lcaM Is ladudod witlwa lhc lrcxmdwlca o( • poolod wait lhlll lw bocn app'CMld by 
6c Sct.ool l..-18-,l la~ with Natural~ Code Sccdoaa Sl.lSI -Sl.lSl, ar IC, at my time al'lcr die cxpirllllom altbc pn.aury tcna or tb,c CXlmdcd 1Cn1. thb lcaJC COYCn a 
...... -l,a o( - Iba tbc total -t Oc:9cribcd bc:n:iA, ~ Clltl lbOil 1R made Oii a per acre buu llcmmdcr lhall be roducod IICOOfWll& IO Ibo 1111111l,a o( acres pooled, rdcucd. 
wwwwda ed. or odicr'wue ~ 10 lb.Ill ~ ddamlncd oo a per acre buu ~ die tcnlU o{ thb lcalC duriaa !be pru,ury tcna thall be calcwM.od buod lll>OII lbe mmb« o{ acres 
Olllllide lbe boundaria o{. pooled omit, Of, I( after lbc cxpindoa o{ ibo prim-,. -. tbc --o{- adllllly malDod aod covered by du, ._ 

17. S\JCCISSORS AND ASSICNS: The COYCG111b. ooodidOIII mid .,,_aill oon!llbacd bcrdD &baJJ mend to aad be buldlaa ~ lbe bdn, cnc:uton, aclawwtrllon, _.. or 
...... o/1- bcrda. 

Ji. AHTIQUffl.ES OODt: lo tb,c CYelll dul IQ)' fmure o{ ardlooloebl or lrlJlorical IDla'al Is CllOOUll.laOd duriaa die vltia aud:iori-i by dm lcuc, Laaco will lmatodietcly ocuo 
8CllMdel -Swill ""-di!Nly 90li(y tbc Ocacnl l.aod OOloe and Ibo Texas l u.orical CoeelfPOII 10 lbOII adoquo,to ._ m-,. be IIDdcf1akal 1111 proc.cct or - tads dilCOYCnCI or 
........ • ~ 1-ls c:,q,rc:aly plecod oo ecJdoe o(lbe HOllioaal Hlttorla,l "'-Vldoa Ad. o( 1966 (l'B-IU6, IO S-91S; 16 U.S-c.A. 0 0). 1-al&all amzply wida the 
A8dqahica Code of TCDI, c::lu,p.cr 191, No,tunl ~ Code, u ClaMkld. 

U . VZNU£: 1..-ir mid ta-, indudla& '"-'• -.. mid utilJIS, 11,c,rc,by aa,w tbOII w:nuc for fll.'1 dupute .ritlo.& oat o{ • provbloa of this lcuc, "'ildlacif cxprca or lmpliod. 
.....-, iDlaprcto,tioa o{ du, lcuc. or rdatiq ia lllY w-,. IO du, lcue or to mppllcable cue law, lt.llllla, or adm.bablndvc nalca, ahall be In a coun o{ com.pdall jwi,dic,tioa loailcd Ill Trlvlt 
0>uncy, Stile ol' Texas. 

JO. U'.A5g P'IUNC: Pllnumt 10 c::lu,p.cr 9 o( lbe Ta. 8 .k Com. Code. thb t.JC •llll be ffiod o{ ,-,! la cbc olftoo o{ tb,c Couol)' Oa1c la M)' ~ la whlda all or IQ)' l*1 ol' tb.o 
lcacd pranltca b locm,d, and catificd ooplca dicn,o{ mllll be ffiod iD tho Oc:ocral lAlld Office. 1bc pra1Cf11>od filiA& fee &baJJ -,,.ay the ocrllr.od ooplca ec:ot to 1be OcDcnl 1..-1 Office 
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MONY WH EREOF, witnas the signature of the Land Office of the State ofTcxu under the acal of the General Land Office. 

ROVED 

ontm~ Lq.l 
DC 
SD 
Euc __ 

(CORPORATION ACKNOWLEDGMENT) 

OEFORB ME, tbc andcnlc,Mld autboril)', on this day pcncnalJy appcm-ed. __________________ _ 

mowa IO - IO be tbc ~ wbOle- I, aablcnl>ed IO tho fattpal io.sttument, u. ________________ o[ 

- -----------------------------'-' acbowlcdccd IO me that be CXCOUled tho WDC 

Oiw:o mdcr my lillld md a.i o(o{'fM)C this tho. ______ day °'--------------.J 19 ___ _ 

Notwy PlabUc lo md for. ___________ _ 

STATE OF _ _ _ _______ _ 
([ND MD UAL ACKNOWLEDGI\IBNT) 

COUNn' OF·----------

6dcn me. die lllldc:nlped llllhcril)', on this day pcncnalJy llppCll'Od. ___________________ _ 

laiowa to me to be die per-. w1-e umca ere oub.cnl>ed IO the fcnsalnl butnmcnt, IDd acbowlcdJcd IO mo that they cx.eculcd the 
- tor tbc pu:rJ)OICI md considcntlon lbcrcin cxprcucd 

Olva, Wida- my hand and ac:al ot offloe this th.e. ______ day ot ____________ __, 19·---~ 

Noury Publlc la and for ___________ _ 
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September I 7, 1998 

Mr. John E. Lodge 
Titan Resources, L.P. 
50 W. Texas, Suite 500 
Midland, TX 79701 

Dear Mr. Lodge: 

Thank you for participating in the State of Texas Oil and Gas Lease Sale held on August 4, 1998. 
I am pleased to inform you that the William Herbert Hunt Trust Estate was the high bidder on 
MGL. NOS. 1-36 which have been assigned the lease number M-98598 through M-99632. 

The lease agreements are enclosed and will serve as your receipt for the amount of your bid. 
These leases must be signed and acknowledged by the lessee, and then recorded in the County 
Clerk's office of the county or counties in which lands covered by the lease are located. After 
signing and recording the leases, please submit a certified copy of the recorded leases to the 
attention of Kristin Anderson-Davis at the Texas General Land Office. These requirements are 
material provisions of the lease; therefore, please return the certified copies at your earliest 
convenience. 

The lessee's other contractual and statutory responsibilities are outlined in the lease agreement, 
such as Section 6(B), which requires operators to submit written notice of all drilling, production, 
and related activities. When lessees file specific forms with the Texas Railroad Commission, 
they are required to submit copies of these forms to the Texas General Land Office. Examples of 
these forms are: W-1, Application to Drill, Deepen, or Plug Back; W-2, Oil Well Potential Test, 
Completion or Recompletion Report and Log; W-3, Plugging Record; G-1, Gas Well Back 
Pressure Test, Completion/ Recompletion Report and Log; G-5, Gas Well Classification Report; 
G-10, Gas Well Status Report; W-10, Oil Well Status Report; W-12, Inclination Report; 
Electrical Logs (any scale and within fifteen (15) days after they are made); Directional Surveys. 

Please let me know if you have any questions or need any additional information. 

Sincerely, 

Robert B. Hatter, Director 



<qC( ~OL _ _....,_ ....... 
TRANSMITI AL LETTER 

File Dated .... ._.. ..... --~ ..... --..... ~~ 
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· ~tate of f![e ~Fo4it\. t, ~ ~ 
~I .l,, y~ 
C-lll/JV ~ 

~ usHin, -0:::exas, 

01 LAND GAS U'.ASE 
NO. 1\1 .. 99604 

WHEREAS, pumwll to Ibo Tc:us Natural R.c:,ources Code Qaptcn 32. 33, ,1.111d a.-ixei-n, Subc:bapc.cn A-0 and 11, (said Code bcui1 bCl'ClJl&fta referred to u N.JlC.). llld aibjoc:t to all 
rules and regulations promulpted by lhc Commlssioocr or tho Gcncnl Land Office 111dlor Ibo School und Boen! punuao1 thcrclo, and all ocha 111PPUcable swuies and amc:odmmt.s to sald 
N .JlC.. lhc followina arQ, to-wit 

Sil OF ECTION "3, BLOCK Sl, PUBLIC SCHOOL LAJI{() SURVEY, CUL8£RSON COUNTY, TEXAS, CONTAlNINC APPROXIMATELY 320 ACRES AS SIIOWN ON TIIE 
OFFICIAL MAP OFCULD£RSON COU!'ITY ON FIU: INTilE n:.xAS C£N£RAL l.AN1) omCt,AUSTIN, TE.XAS, 

was, &fta- bcin1 duly edYcrtued, ofTeml for lease oo Ibo 4th day or Aucust, 1998, aa 10;00 o'dodc a..m~ by tho Commlaiooei- or Ibo Gc:ncra1 uod Offlco of Ibo S1a10 of Tc:us and lbc School 
Lind Board of Ibo State ofTc:us, for lhc .ole and only purpose of prospccdna llld drillln1 (or, and producu,1 oil lOlldlor ps llw may be (ow,d and produced from Ibo above dc3cn'bcd ....., Md 

WHEREAS, a.t\a all bids Ind rcmiltlOcc:s ,.iljcb we,-e rccc:ivcd up to said time haw been duly coosida-cd by tho Qxnmlssioocr of Ibo Gcncn1 Land Office Ind lhc School Land Board aa a rcsuJ• 
moetin1 tbcrcof In lhc Gcncn1 Land Office, oo the .Cth day of Aucust, 1998, bt:trinal\ei- lhe 'dJ"ccovc due' and It - found and determined llw TITAN RESOURCES, W'. wbo5c address u 
SOO W. TEXAS, SUJTE ~ UDLAND, TX 79701 ud ofTeml the lushest Ind bcJI bid for a lease o(the- above desaibed 1111d IJ, lhcrdorc, cotil.lod to receive a lcaso lhereon: 

NOW, llIEREFOR.E, I. Gany Maw-o, Comaussioner oflhc Gcnenl Ulilld Office of die State ofTcxas, bcmnaJler ,omenmes rcfcmd to a, '1..essor,' "'bofc address is AllSWI, Tc:us, by vil1Dc o( 
die aatboriiy \Uled in mo Ind in coosidaatioo of the paymcot by lbc bcrdnalu:r dcsipWed Lessee, the sum o{ £le.ht Thous.ood Tbru llwidr"NI Tblrtttn a.nd 60/100 DoDua (sa,JU.60). 
rcccipc of "'il.icb iJ bcrcby Klaiowledpl and of lhc royalties, cow:nmu., supuladoos Ind coodiboos coowncd Md ba-cby ap-ccd to be pe,d, oi.crvcd and performed by LcsKc., do bcrcby dcmi.,e, 
grant, lease md let unto lhc above mcol>Olled bidder the cxdusivc rip to prolpCCt for, produce and take oil llldlor ps from the aforuaid area upaa die following 1fflllS and condlboos, to-wit 

I. R£S£RVATION: There is bercby cxcq>tod and rcscr-i ID Les.,or the full ll!O o(the property COYeRd ba'Cby and all riJbts widi rcspc,c1 to lhc IUl!ace Ind IUbsurl"KC thereof for .,y lllld 
all purposes cxcq,c lbofc IJ"1ll1led lllld ID die cx1au bcmn arm~ ID Lc:sscc, IDJctha witb lhc ngbu of i.nsrcss Ind cp-c:u lllld use o ( said lands by Lcaor Ind 11:1 miDcral lasca, for purposcs of 
cxplorins for md produc:ina tho mincnJJ "'hicb arc - covcrcd. or ..tucb may - be cowrod in die fuwre. under tho terms of tbu lease, but ,.hJch may be located Wllhm Ibo surface bolmdlncs of 
lhc lwcd area. All of the risht.s in and to lhe leased pranises rcwncd by l..t:slor and all of Ibo risbts m IDd ID the leased prcmues arm~ to la.Ice bcran w1l be cxcrciJcd in such a IDIIIDa" that 
nc,Lbcr sb.a1l unduly inlafcre widi the opcn.bOIII o(lhe olha. 

l. TERM: Subjoc:t ID tho other provisloo, bcrcof, tbu lease shall be for a terns of the (S) ~ Crom the c1Tcc:t1vc dau bcrcof (bcran called "pnmuy te,-m1 .,d • looa lhcrcaAcr a, oil or ps 
is proo.,ccd in s-Yins quanutics &om Aid area. 

3. DELAY R£NT ALS: If DO wdl be commcocod oo lhc land bcrcby leased on or before lhc II.DIIIVU-,, dale of this lease, Ibis lease shall lallWlaU a, to boc.b )*lies unlcu lhc Lc:sxc on or 
before said date shall pay« lender ID lhc Commiuionei- of the GcocnJ uod O(f,cc of lhc State ofTcx.u • Ausun. Tcxaa, the sum of One Dollar (Sl.00), pu •en. .. il.icb sba1l opcnio as rcnial 
and cover !he priV1lcge of dcfcmn1 the commcocerncot of a well for r,.dve (12) monlh, &om Aid dalA. ID hltc manoei- and upon hko peymClll.l or lmdcn Ibo cammcocerncnt of a wcU may be 
l\utbe,- deferred for like periods of Ibo same number of moolh, succas1vcly during lhc pnauuy icsm hereof 

' · PRODUCTIO ROY AL TIES: Subject ID Ibo provisions for royaliy rewctions ,a out m ,ubpe,qrapb (E) of this pm-..,.pb 4, upon producuon of oil aodfor ps, lhe Lasee ear- ID pay 
or cause 10 be pa.id to lhe Commlssiooer of die Gcncnl Laod Office ID Ausun. Texas, for lhe ll!O and bcodit of lhc Swe ofTcxu, durio1 tho terns bcnof 

•: •:: • (A) OIL: As a royaliy oo otl. "'lucb lJ defined 11S includlna all bydrocarboos produced ID a llqwd form aa die mouth of die well and also all ~ distillate. and olher liquid 
• • • ~ drocarbons rccovcrcd &om oU or&» run through• KJ)Ulllor or OU>ct cqwpmcn~ IS bcranafter prov1dcd, It, pan of lhe grou producuoa or lhc mlll'UI value tbc:rcof, 11 lhc opbOO o( lhe Less«, 

• • value ID bo deicnnincd by I) the hlJbui posted price., plus pran,um. lf any, otTaed or paid for oil, condmaaac, di.stillaac, or ot.bcr llqwd bydrocarbom, rupc,cuvdy, of a lll.e aype and p,viiy 
• • in the 1cncral area where produced 1111d when nm. or 2) the bia)icst awl<et price thereof ofTeml or paid in tho acocnJ area wllcre produ«d md wbc:o run, or 3) lhc pou procuds of tho wo 

• lherco{. whicb.:vcr is 1bc IJ"Cl!Cf. Lcsscc: agrees lhaa before any aa, produced from lhc land hereby lcased Is IOld, used or processed ID a plan~ n wtll be ND free of COii to Lessor throuah ., 
• ..- o oil and ps acpar2tor of coovcotlooal type or other cqu1pmco1 aa lust IS cfficico1 to lhe end that all Uqwd bydrocarbocu l"CCOYU"lblo Crom tbe 115 by such muns wtll be l"OCO\'crod. Upaa 

• • • >,,nm corucnt of Lessor, the rcquimncn1 that such p.s be run throush such a separator or other cqwpmcot may be waived upon such tams and coodiboru u prescribed by Lessor. 

• • • • •: (8) NON-PROCESSED GAS: N a royaliy on any ps {lncluJ.iog Oared ps). ,.bJc.b Is defined u all hydrocarbons 1111d ~ aibmoccs DOI defined IS oal 10 subpe,qrapb (A) above, 
• &om any well oo aid land (cxcq>t u provided bcmn wilh respect to ps proc:cssed ID a plan, for !he CXll"IIClloo of psohnc, liqwd hydrocarbons or ocher pn,ducts) 115 pan of lhc grou 

• producooo or lhc market value lhcrco(, Ill tbe oplJOO of the Lcsior, such value IO be ~ Oii lhc lugbcst marltct price paid or ofTeml for 1113 of comparable (I\Wlly in die acocnJ MU wbcre 
• • and ,.hen nm. or lhe poss pnce pmd or ofTeml lO die produoer, .. tucbe\,cr u sruta prov1dcd that die awumum pressure hue in mCISWlll& the ps uoda tbu lcuc oontrac1 sbaJJ DOI aa 

• anz e exceed 14.6J pounds per square inch ablolutc, 111d lhc StlDCW"d base tc:mpcnlUl'C shall be ll"Ct)' (60) dea,ccs Fabrcohc,~ comctlOO to be made for pressure aoconlln1 to Boyle's Law, and 
• • specific gBVll)' accordtog ID use made by lhe Balaocc Method or by the mOII approved mcdiod of 1CSW11 brula used by lhc lD(Wtt)' 11 the lime oftcstu1a. 

• •••••• . . 



' 

(q PROCESSED CAS: As • royalcy oa any ps p,occsscd In a psolinc pbnt or ocher plant for lhe l't:COYU)' of p.10IU1e or ocher liquid bydroarbons, ~ pan of lhc l'CSldue ps llld 
the liquld byct,ocan,oa, c:xtreclCd or the aw1cd value tbcroof, at lhe opuoa of the Leuor. All royaluc.s due ba<:ln sb&JI be bucd oa one hundred perccn1 (100%) of the touJ plant production of 
residue ps annbutable to ps procluc:cd frcm thu lease. and oa r~ pm:a,1 (50%) or dw pm:cnt acawia to Less«, *iuc:bcva- Is the gJQter, of the touJ plant produc:tioa of liquid 
bydrocMbocu. attributable to the ps produced from this lease; prov,ded dw tf Uqu.id hydn,catbou arc rccoYa"Cd from ps processed in a pbnt in *hich Lessee (or its parent, ,ubl,diary or 
a.ffillau) OWIU 1111 inta-, lbal die pcrccotaae appliC8ble to liquid bydroca,bmu aha1I be fifty Pffl'CDI (50%) or Ibo biabest pereall accnun1 to a durd patty proc:aslnl ps lhrouab such plant 
undcr • proeeuln1 qrccment neeotiat.cd • emu' lensth (or if mere Is DO such thud patty, the blabai J)d'Calt lbal bd.a1 specified in proccssin1 qrcanents or contncts in the indust,y) 
whic:hC'vcr Is the areaier. The rcspecuve royalties on l"CSldue ps and oo liqwd hydn,catbou sb&JJ be ddamlned by I) the blabest auricct pnce p&id or offered for any ps (or Uqu.id 
bydiocarbocu) of comi-able qualicy in the 1encnl area or 2) the srou price p&id or offered for sucb rcsimic ps (or the wdabtcd avcnae srou acllina price for the respective pades of liquid 
bydrocai>olu), *hichcva- Is the pater. la DO C"Ya>l, bovwevcr, sb&JI the royaltic.s pmyable under this pan.anpb be less than the royaltic.s which would bave been due bad the ps DOI been 
proccsaal 

(D) OTIIER PRODUCTS: As a royalcy oa carbon black. IU!pbur or any ocher products produced or manufaclUred from ps (o:ecptin1 liquid bydrocatbotu) whether said ps be 
·CUU1abead. • ·dry· or any ocher ps. by tixtiOCl&IIJIS. bumln1 or any ocher proccssina. 1/5 pan of poa production of such producu, or lhe mari.d value lhc:reof, at lhe opuoo of i..a-, IUCb 
111an<c1 value to be determined u follOWL 

(I) On lhe buu of lhe blabest auricd price of each product, dunn& lhe Ame moolh U1 which such produa Is produced. or 
(2) On lhe bash of lhe avcraae aross sale price of each product for the Ame month ln whlc:b suc:b produaJ are produced; whichever ls the puter. 

[£) VARIABLE ROYALTY: (i) Subject to the ocher provisioos of this lease, it is hereby provided that in the event production in paying quanutic.s is establimed punuant to th.e terms 
of this lease and ,uch producdoa Is brouafu oa line and salc.s thc:reof are commenced within n.ency-four (2• ) moatlu of the effective dale hereof, the royalcy rue provided bc:rein shall be 
noduccd to I&. 75%, and aha1I apply to cadl ,ubsoquent wcU drilled and produced oa the land covered by this le.uc. Provided that, if dwina IUch n.ency-four (2~) month term during which 
Lc:ucc may cam a reduccd ror-]cy rate of I &. 75% u bcrcin J>"Mdcd. Lc.s.s« should drill in aood faith and complete the flm wcU u a dry bole oa the land covered by this lease, Lc.sscc may 
l"CCCMI a tbrtc (3) month c:xtcnsioo of the term ln which to cam a reduced royalcy rate by civin& nocice to the Commissloocr of the General Land Office, commencin1 drillin& opcntiOQJ co an 
additioaaJ wcU prior to the expinidoo of sucb tbrtc (3) month period and prosccutin1 diliaenlly and In aood wth the drtllini of IUCh additioaaJ wcU a.od completln1 Ame ao dw production lo 
P9}'UII quaoaoes LS csublisbcd and IO dw IUCh producdoo Is brou&ht oo line and salc.s thereof are commenced prior to the cxpiBdoo of ,uch lhrcc (3) moath extension period. 

(u') In the C'YalJ productioo in peyin1 qum.uoc.s Is establlsbcd punuaol to the tcrma of thlJ lease and IUCb producooa Is brou&ht oa line and sales thereof are commenced after the 
c,q,intiom of n.ency-four (2• ) mooths from the dTectiw cbte ber.,of but prior to the expinidoo of forcy-dab.t (0) moaths &om the dTectivc date hereof, the royalcy rue provided herein &ball be 
Rduccd., 1,.J75°/. and aba1J apply to cacb ,ubacquent well dnlled and produced OD the Land covc:red by this lease. Provided that, if clunna such r.-cncy-four (24) moath tam durin& which 
Lc:ucc may earn a noduccd royalty rate of 1,.J75% u bcmn prov,dcd, Lc:ucc abould drill In aood (11th and complete the lint wclJ u a dry bole oa the land oovcrcd by tlw lease, Lessee may 
rccave a tbrtc (3) mouth c:xtcnsioo ol lhe tam in which to earo a reduced ror-]ty rate by civin& nocice to the CommwlODer of the General Land Office, commencin1 drillina opcn.tiOll.J oa an 
addioooal "''di pnor to the expinidoo of such mrcc (3) moath period and pro1CQ1tin& diliacntly and m aood wth the dnllm& of such additional *cU and complct.in& same ao that productioa lo 
pmyu,1 quaoolic.s Is cstabliJbcd -i IO that 1UCb producdoa u brouabt oa line md &ales tbc:n:,of arc commenced prior to the expinidoa of such lhrcc (3) mODth CXIGWOO period. 

(F) NO Df:DUCTIONS: Lc:ucc a,n:,cs dw all royalnes accnuna to Lessor Wida- this lease sb&JI be without dcductioa for the cost of producina, tnnsportina. and otherwise maldn1 the 
oil, ps and ocb.c:r produc:u produeccl hereunder ready for sale or use. 

(C) ROY AL TV lN KIND: Nocwi~di.n.1 Mlydu.nl «xitained bcntn to the coninry, l.aaot may, at 111 option, upon ooc lcu than 60 clays ooc,cc to 1.cuee, roqulrc at any time or from 
time to time that psyment of all or any royaldcs acauin& to Leuor under this lease be made In 1cind withoui dcductioa for the cost of producina. pthcrlna. 11.0rina. aq,entlna. crutin1, 
dcbydndna. comprcuina. proccssini. tnm.spon,.o.& and ocbc:rwlsc mabn& the oil, ps and ocher products produced bcmmdcr ready for sale or use. Lcuol's ri&lit to wee ii, ror-]cy In 1cind 
aha1I DOt diminlsb or nepU Lcssot'a risbts or Lc:ucc'a obUptions, whether cxpres, or implied, Wider thlJ lease. 

(JI) PL.ANT FUEL AND RECYCLED CAS: No royalcy aba1J be payable oa any ps u IIIM)' reprcsa,l tbb lease's proportionate share or any fuel UJCd to process ps produced 
hcm:mdcr ln any proccssin1 pbn1. NO!withsamdin& 1111ythin1 contained herein to the contrary, and ,ubjcct to the COIIJCtll ln wridn1 of the Commlsslooer of the General Land Office, Lcssce 
IIIM)' recycle ps for ps lift purposes on tbc IC&Kd premise, allcr the liquid hyclrocatbcxu contained in the ps have been removed, and DO ror-]ties Iha.II be payable on the ps ao recycled until 
1UCb lime u the Ame IIIM)' thercaJ\er be produced and sold or UJCd by Lcsacc In such manner u to entitle Lcs.aor to a ror-]cy thereoo under the royalcy provisions of this lease. 

(1) MlNlMlJM ROY ALTY: Durina any year allcr me expinidon of the prima,y tam of this lease. if this lease Is maintained by producdoo, the ror-]tic.s paid to Leuor ln DO event ab.all 
be less than an amouru equal to the total mnual delay rental bcrcin provided, otherwise, thc:rc &ball be due and pl!)'able on or before the last day of the moath 111ccccdin1 the anniversary dale of 
this lcuc a awn equal to the total annual rental lea the amOW1t or royaltic.s p&id durln& the preccdin1 year. 

(J) lARClNAL PRODUCTION R OY AL TI': lJpoa Lc:ucc'a wnnen applic:auoa., the School Land Board may reduce the royalcy rue IC'I out ln t1w parapph and/or the minimum 
royalcy • out In ,ubperagr8pb 4 (1) 10 au:od Ibo -io life of thlJ lcuc and cocowqc n,c,c,vcry ol oil or ps that miabt ocbcrwuc remain lllll"COOva-ed. Ally aucb royalcy rodu«loo mUJI 
cmform IO the n,qwn:ments ol any School Land 8-.1 adminua.tlve rulc.s oo thl, JUbject. lloyalcy may - be reclucod below tho appllcable IWUIOI)' miAJmum 

5. ROY AL TI' PA YME.NTS AND RE.PORTS. All royalties - taken In lcind aha1I be p&id to die Commisllonc:r of the General Land Oflice at AW1UA, Taaa, In the follOWLD& manner: 
!'.ymenJ ol royalty OD producdoo of oil me! ps ahall be u provided In the rules Id forth in the Tcxu kal,atcr Rules c:um:nlly provide dw royalcy oa Oil ls clue and mUJl be re,ce;vcc1 in the 

General Land Office on or before me .Sm d8y of the ICCOlld m0111h aucccecliDa the month of produdion. and royalty on pa Is due and must be n:cdvcdl in the Gcncral Land Office oa « before 
die I jib day o( me ICCOlld month aic:cecd1n1 the mooth of productioo, lt:COIDp&rued by the a.llldrnt of the owner, mmqer or ocher aUJhorizcd qau, complel.Cld In the form and manner 
prcscri'bed by die General I.ADd Office and ilhowul& the poa amOUDt and ditpoliooo of all oil and pa produced aod the mlRCI value of the Oil and ps. toaetbcr with a copy of all documents, 
records or rq,oru conl:innm& me srou productioa. dlspodtioa and mnct value iDdudin1 ps meta- readlnp. pipeline rccapu, ps tine rcccipu a.od ocher chccb or memoranda of amount 
produced aod put Into pipelines. l*1la, or pools and ps linc.s or ps atorqc, md my ochc:r rq,oru or records which tbc General Lind Office may rcqulrc to vcnfy lbc grou producta • • 
cmpo11tioo and marltct value. In all CUd the a11thonty ol a mana,c:r or 11en1 to .a for the 1-herein mll.ll be filed In me General lADd Ofliec. Each royall)' paymen.t aha1J be ac:com • • • • 
by a chcclc aub, schedule, IWllma,y or ocher rc.minmcc ldvice aboWUJS by the usipcd General Land Office lease number tbe amOWlt of royalcy bcln& pald oa each lease. lf l..csscc pays his 
royalcy oa or before thirty (30) daya al\c:r the royalcy p!Q'lllent wu due, then Lc:ucc owes a penalty of-'% oa the royalcy or ru 00, which~ Is p-caLer. A royalcy paymen1 which i, over ~ : • •. 
(30) daya lalCI ab.all acerue a penaliy of 10% of the royalcy due or ru.oo which~ Is p-catc:r. In addidoa to a pc:o..alcy, royaltlc.s aba1J accrue Interest at a rue of 12% per year, such lntcreSI Ifill • • 
hep.a acauin& when the royalcy Is sixty (60) daya ovaduc. AffidavllJ and 1Upportin1 documents which are DOt filed wb.en due sb&JJ Incur a penalty In an amOWll IC'I by the General Land • 
Office admlnlstratJve rule which Is effective on the date when the affidavits or supponin1 document, wc:re due. The Lessee aha1J bear all rc:spocuibWty for paying or eauJllll ror-]ties tQ, W. • 
p&id u pracribed by the due date provided hc:mn. Payment of the dcllnquency penalty aba1J In DO way opcme to prohibit the Swe's ri&li t of forl'eitw,c u provided by law nor .a 10 postpOO,t • • • 
the datc on which royaltia wc:re originally due. lbe above penalcy provisions sb&JJ noc apply in c:ucs of tltle dispute u to the State's portion of the royalty or to that portioa of tbc royalt; In 
dispuJe u to fair marled value. • • • • • • . . 

6.. (A) RESERVES, COl"ITRACTS AND OTI 11:R RECORDS: Lessee aha1I annually furn.I.ah the Commlsslooer of the General Land Office with Its best possible c.sumate of oil and ps • 
rcscrva undcrlyin1 thl, lease or allocable to this lease a.od ahall furnish Aid CommiuiODer with copic.s of all contnctJ under which ps Is sold or proccsscd and all ,ubscquent aareezneots ..i. •• 
amendmct11J to such coatncU within thirty (30) days allcr c:atcrlni Into cc maldna such contractJ, ap-ccments or amendments. Such coalr'ICIJ and liJ'CIC!llents wbc:a n:cdved by the Gc:!q\10 • • 

Land Office ab.all be bdd ln confidc:ace by the General I.ADd Office unle:s.s othcrwiJc authorized by Lcsscc. All ochc:r contnctJ and records pertauung to the production, transportat:ioo, salt and 
awlcclin& of the oil and ps procluc:cd OD aid premises. i.ncJudi.n& me boob and accounts. l"CCC!pts and diJchar(cs of all wdls. WW. pool~ mcun. and pipcllncs ah.all at all umcs be subJQ IAo •• 
i.n.spccdoo aod cumUIJltloo by me Commlsaloaer of the Oencral Land Office, the Anonlcy General. the Oovmior, or the rcprc.senwivc of any of them. • • 
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(B) ORI LLING RECORDS: Writta1 notice o ( all opcradons oa th!J lcaJC shall be 111bmittod IO the Commlssioocr o( lhe Gc:ocral Land Office by La.see or opcntOr five (S) days before 
,pod dale, woricovcr, rc,,cntry, tanporary abaodoomcnt or plug aod t.balldoomcnc o( ID)' wdl oc -u.. Such writta1 nodce IO the Gc:ocral Land Office abalJ i.nc:ludc copies o( R.atlrmd 
Commlssioa fornu for appUcadoa IO drill. Coples o( wdl laU, complctioa rq,oru aod pluggins rq,oru &h.all be 111pplied IO thc General Land Office al thc lime Ibey ore flied wilh tbc Tcxu 
Railroad Commission l..c:s.k>e shall IUpply the Gc:ocral Land Office wilh any rcconls, mcmonmda, aooounta, rq,o,u. cuttlllp aod cores, or olhcr l.nformatioo relative co the opc:nn00 of the 
abovc-<le,cn1,c,d premises, which may be rc,quc:stcd by the Gc:ocral Land Office, in addiuon co tbON hcrciJI cxprusly provided for. Lessee shall have an clcc:uical and/or nidiOICtivicy survey 
made oa the bore-bole ICCUOll, &om the base of the aarface casins IO the IOal dq,lh ol wdl. of all "'-dis dnlled oo the above dcxn1>cd pmnuca aod ah.all tranlmll a lnlc copy o ( lhc Joa ol each 
survey oo c:ach -11 co the Gcnc:raJ Land Office within lif\ec:o (U) days al\cr the malcins o( Aid IUl'VCY 

(C) P £NAL TI ES: Lcsscc shall iDc:ur a penalty wbcoevcr n:pons, clocumcncs or olhcr ma1.aulJ arc not flied ID lhe Gc:ocral Land Office wbcn due. The penalty for lalc films aha1I be Id 

by the Gc:ocral Land Office ~vc Nie which is cffcc:uvc oo the dale when the ma1cna!J wen due ID the Ocncral Land Office 

1. RETAINED ACREAGE: Notwithstandlns any proYisioo o( dw lcaJC IO the coocnry, after a wdJ producms or capable o( producins oil or ps bas bcco compleled oo the lcucd 
prcm,_ Lessee ah.all exercise the dililfflCC o( a rcuooably prudcn1 opcn1.or in dnll1DS suc:b additloaal wcJJ or "'du u may be rcuooably a,c,ccuary (or the proper dcvclopmen1 o( the lcaJC>d 
prcmbcs and ln mnctins the producdoo lh~ 

(A) VERTI L: ln the cvaic th!J lcuc is in force and dfcct IWO (2) yan al\cr the cxptntioo dale o( the pnma,y or CXICDded tam II shall then 1etmbwc u IO all of lhc leased prcmlscs, 
EXCEPT (I) 40 .au SW'l'OWldiJIS each oil -11 capable o( produculs ln p11YU1S qu.anuues and 320 acra IWTOWldms c:ach ps wdl capable of producuis ID payms quanuucs (ineludms a abUI· 
in oil or ps -11 u provided in Pangnpb I I bcrcof), or a well upon wiucb La.see iJ then enPaed ID COOWIUOu.t clnlltns or rcworitins opcrauons, or (2) lhe number of ecrcs mcludcd ID a 
producins pooled un11 pursu.ao1 co Natural Rcsourccs Code Scc:uons 52. 151·52.IH, or()) such putcr or lesser number of .au u may !hen be allocated for producdoo purpose, IO a prontioa 
wu1 for each such producing wdJ under the Nies and regulations of the Rall,-! Commluioo of Tcus, or any 1Ucccu« aacncy, or olha s°"cmmenw authoniy uvms jW'Udicdoo. Wilhm 
90 days o( a panW icrmiiwloa o( tbiJ lease in accordulcc with tbiJ subpcagnpb and upon paymau o( the mlnimWD fillns fee act by Gcncral Land Office rules ID «feet a1 the lime o( lhc 
partial tcnnlnatioa, Lessee llhalJ uvc the right IO obc:alo a IW'face lease for loara,s and caress oa and acroa the ~ poruoa o( lhc leased prcml.Jcs u may be rca.sooably DCCCSS&r)' (or the 
coatinucd opc:ntioo o ( tbc portions o( the lease rcmaloins lo force and dTCCl. If Lessee fails IO "l'l)ly for a IW'facc lease within the 90 day period ~6ed a.bovc, Lcssce may apply for a 
turfaco lease from tbc Land Office, but the Land Commluiooa bas lhe ducmioa IO van• or clcoy IUcb "l'l)lic:adoo and IO 1e1 the fee for sucb sw<acc !case. 

(B) IIOIUZOl'ITAL: In the cva11 this lcaJC is lo force and effect IWO (2) years after the c:xpiradoo dace o(lhe pnm.aty or cncnded 1cr111 It shall funhcr icrmlnal.c u IO all depths be.low 
100 feet below the total dqxh drilled (bcrclnal\er ·docpcr dcpthsj lo each wcll locatod oa acrcaac rculned lo Para&J"ll)b 1 (A) above, uolas oa or before IWO (2) years al\cr the primary or 
extended 1.cnn Lessee pays an amoun1 equal IO oac,,half (Ill) o( lhe bonus orlgloally paid u corwdcntioo for tbiJ lease (u apcdfied oa paae I bc:roof). If suc:b amoun1 is paid, lhis lease &ball 
be ln force and cfl'cct u lO sucb docpcrdcpths, and aald tcnnlnatioo abalJ be delayed for an additiooal period o(IWO (2) yan aod ao long thcrca.f\cr u oH or ps II produced in payioa quaouties 
from such d«pcr dcpths covered by lhis lease. 

(C) IOEITTJFI TION AND FfLJNG: The surface acreaae raaiocd bcrcundcr u 10 c.acb wdJ ah.all. u nearly u pnc:dcal, be in the form of a square wttb lhe well located In the ccoc.a 
tbcrco(. or such olhcr ah&pc: u may be approved by tbe School Land Board. Within thirty (30) days al\cr panla1 tamuwlon_ oC tbiJ lease u provided bcrdn, Lcuce &h.all execute and roeonf • 
release or releases cootalnlns a Alis(ac10I)' lcp.l dcscripdoa of the aocrcqe md/or dcpths - rctaia.cd bc:reuodcr. Tbe ,-'dc,d rcleuc:, or a oatified oopy o( AIDC:. ahalJ be filed In the Ocncral 
l..aod Offi<:c, accompanied by tbc filiog fee pucn'bcd by the General l..aod Office rulc::s in dfcct oo tbc dale the rclcaJC iJ filod. If Lessee Caw or rmuca lO cxcculc and record such release or 
rclcucs within nlnef)' (90) days after bcios roquesled co do IO by thc GcncnJ Land Otlicc, lhcn the Commlssloncr a1 bu sole di.scrdioa may clcsipwc by wntta1 lDJuumc:ut tbc ac:n:agc and/or 
dcpths IO be released bcmmdcr and record such inslnimcol • Lcucc'1 cxpcnsc in the county or -.otic::s wbae the lease iJ loca!Od and ln the offiaal ,-,la ol lhe GcncnJ l..aod Office and 
sucb clcsip.atioa &h.all be ~I upon Lessee for all purpotCS. If III any time all.er the dfec:uvc cblC o( the partial tcrmloaaoa prov{slom bcrco(. the appllcablc fie.Id rules arc cbao1ed or the 
wdJ or -ta localed lb..-- er,: reclassified IO tbal lcu KRa&C is tbc:rcal\cr allocated IO Aid wdl or -IIJ Cor producdoo pw1)0ICS, lhis lcuc aball lhawpoa tcrm.uw.c u IO all acrcaac Dot • 
dicruJ\a- allocated io aald -u or wclu for produc:tloa purposes. 

I. OFFSET WELLS: If oil and/or ps &bou.ld be produced in commcrdal quantities from a wdl localed on land privaldy owned or oa Stale land leased II a lcssa royalty, wticb wdl iJ 
witblo oae tbowaod (I ,000) (cd of lhe arc.a lodudcd bcrdn. or which well is cnmloa the orca c:oYCRd by tbl.a lcasc, the Lcssce aba1I, within IUl1Y (60) days after such Initial produc:tlon fr­
lbe dninina wdJ or the wdl located within oae thousaod (I ,000) fed from the area covcnd by thu lea.IC bcsln lo aood Caltb and prmccu1.c diliacndy the drilli.na oi ID olisc:t wdJ oc the area 
CCMt'Cd by lhis lcax, and such offset wdl aball be drilled IO sucb dq,lh u may be occcsary IO prcYClll the VDduc ~ of the area CCMt'Cd by tb.i.s lease, 80d lhe 1-. manager or driller 
shall ue ..U mc:ans DCCCSSlltY ID • good wth drort 10 mal.e mch olra:t well produce oil llldlor ps lo oommc:rcW quanbties Only upon tbc: dc:l.cnnl,,.aa,on of the Commlu!oocr and with lals 
writta1 approval. may lhe payment o{ a compcns&IOr)' royalty uddy tbc obllpdoa IO dnll an ofrsel wdJ or -111 rc,qulR>d under this ~ 

, . ORY IIOLEICESSATION OF PROD cnON DURING PRIMARY TERM: I!, durins the primary tam bctco( md prior IO diJcovcry and produdioo of otl oc ps oa Aid llllld. 
LcsJCC abould drill a dry bole or boles tbcn,on, or If durlos the primary tam bcrcof md al\cr die duooYuy md actual productioo o( oil or ps from the leased prcml.Jcs auc.b produc:tloa lhcreof 
abou.ld ocasc &om any c:ausc, this lease ahalJ Dot tamlJW.c ll oa or before tbc cxpinlioa ol IUl1)' (60) days from dale o( oomplctioa o( Aid dry bole or ccssatioo of production Ltsscc 
commcocc::s addidoaal driJJlng or rewori:ins opcradOOJ th.,__ or pays or laldcn tbc DCXt annual delay rc:otal lo the Allle m.mocr u prov1ded in lhll lcuc. I!, dun.as lhe last r- of tbe 
primary tam or within sixty (60) da.)'1 prior tbcrcto, a dry bole be oompletcd and abeodoocd, or tbc producdoa of oil or ps should cease for any cau.sc, La.see', rights ah.all rcmaiA In fWl force 
and «roa wilhout funbcr opcradons until the cxplndoa of the pnnury tam.; and If Lc:sscc bas not resumed produc:tloa ln payina qu.anuues at tbc cxplnllloc o( the primary lam, Ltsscc may 
ma.ioiaio this lcuc by cooductlna additiooal drilling or rewori:ins opcntions put11W111D Pvqnpb 10, usins lhc cq,iralioo or the primary tam u tbc dale or ccssatioa of productioa under 
Pan.graph 10. Should the fint well or my IUbscqoa,1 well dnllcd oa tbc: above dc:scn1>cd land be oompleled u a abut-ID oil or ps wcU witblo the primary tam bcrcof, Lesscc may raume 
payment o( the anoual rcnu l in die ume maimer u provided bado oa or bcCorc the rc:otal payios dale (oUowlos the cxplradoc of IUl1)' (60) days from the dale o( complctloa o( suc:b abUl-io oil 
or ps we.II and upon the wlure IO malcc such payment. thb kue ah.all lpt0 t'aclO tamuw.c. If Ill the cq,inlloa o( the primary tam or any lime thcrcal\cr a abUl-ln oil or ps wdJ iJ located oa 
the lcucd prcml.Jcs paymcncs may be made ln IICCOC'llancc with the 111111-in provisions bcrcof. 

10. ~TION, ORJLUNG, ANO REWORKING: tr, a.ti.er the cq,intioo n ( lhe primM)' term, producdoa ol oU or ps from tho leased pn:muca, al\cr oocc obtained. ahould ccuc 
Crom my~ thls lcuc abalJ Dot i.amlnale If Lcuoo oom.maKCS additloaal drillin1 or rcwoclclns opcntiocu wilhio IUl1Y (60) days all.er auc.b ocsudoa, and lhll lease ahalJ remain ln full 
force 8lld dfcct. Cor eo loog u such opcradons coounue ln good Callh and ln wor1anan1ilcc manner wuhout lntaNpdOOJ total.in.a more than IUl1Y (60) daya. If IUcb dnllina or rcworldns 

• • ~ ocu rcsull hi the production of oil or ps. the lca.sc ah.alJ rana.io ln full force and dfcct for ao loas u on or ps is produced from the leased prcml.Jcs lo payioa quantities or payment of 
· ~ oil or ps -u royalties or paymcol o( compcrualOry royal des is made u provided berdo oc u provided by I.aw. lftbc drilling or rcwondos opcradons ruu.h in lhe complcdoo of a -11 
•••.-Y bole, the lcaJC will not tamioa.le If the Lessee commcocc::s addillooal drilllns or reworldns opcntiona within IUl1)' (60) days after the oomplctioa of the wdl u a dry bole:. and lhiJ lease 

• ~ &main ln dfcct JO long u Lcssce ooatioucs dri.Uins or reworldos opcradocu in rood &itb and lo • worlananll\.e maruicr wilhout lntaNpdocu IOal.ins more than IUl1Y (60) ~ Ltsscc 
~ &Ive written notice co the GcncnJ l..vld Office wilhio thirty (30) day1 o( any c:cuadoa o( producdoa. 

• V, ~ Hlff· IN ROY AJ..TIES: For purposes of this penpph. ·wc11· means any "'ell lb.al bas been uslpied a ..... u number by the 11a1e qcncy uvmsjurlsdicuoo ova- tbc producdoc o( od 
• .a, ps. If II any lime al\cr the c:xpl.radoc o( tbc primary tam or a lcuc lhat, until bcmg abu1 IA. wu bcios malniaioed ln force and dfoa, a wdJ capable o( produdns oil or ps In payms 

quantilb iJ locaied oa the lcucd pn:miJc:s, but oil or psis Dot bcios produced for lade of suil&ble produc:doo r.dlities or lade o( a suitable mnct, then i.- may pay u a llr.Jl-ui oil or ps 
• ~11"':.., amow,1 equal co double the 110Dual rm.ta! provided lo the !use, but not lc:u tbu $1,lOO • yar (or each wdJ capable of producms o!I o, ps ao payios quantities. To be dfec:tivc, 

u.sh initial abut-In oil or ps royall)' must be paid oo or bc(ore· (I) the cxplntioa o(the primary lam, (2) 60 days all.er the Lc:sscc ccucs to produce oil or ps &om lhe lascd prcmisc::s. or()) 
6t! ~ all.er Leucc comple1a a drillinc or ~s opcradoo in accordaacc with tbc lcuc provuloru: wblcbcvcr dale is LllaL II the Jbut-tn oil or ps royalty iJ paid, the leuc aba!I be 

• &111&.cd co be a produdns lease and the payment &h.all extend the tam o( the lease for a period o( ooe yur &om the aid of the primary tam, or Crom tbc lint day o( lhe moolli (olJowlni the 
•et1!1Plo wh.lch produc:tloo ocuod, and, al\cr llw. If no suilable produc:tloo fadUties or 1Wl&ble mm1<a for the oO or ps c:xbu, Lessee may cxtcod the lcue (or (our more ouoccuivc periods of 
oo• ll \ fear by paying the ume amow,1 cacb year oo or bc(orc tbo c:xpi.radoo o( c.acb abut.lo )'UI ... ~, 
• • 11. COMP EN TORY ROYALTI ES: If, durlos the period the lcaJC u kq,t ln dTcct by paymcru oflhe abut-ID oil or ps royalty, Otl or ps iJ told and dcliYCl"OCI ID payir,s qu.anotics 
&om a -11 Joeated witbm one tbou..und (1,000) (cd o( the le&>ed prcmbcs and complctcd an the a;ame pn,clucio1 rc.scnoir, or in • lch • " l lO eoatiouc ID 
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m.al.atal.o cbc lca.sc by psyu,1 the abut·ln oil or ps royalty shall cease. but the lca.sc ab.all r=aln cffoc:dw for the remainder of the year for wblcb the royalty bu bcc:o paid. The i.u- may 
m.al.atal.o cbc lca.sc for four more IUCCCUIYC ,._.. by l..cucc payu,g compc:ns&I«)' royalty II the royaliy !tic provided in the lca.sc of the mnC'l value of prociuctJoo &om the wdl causini the 
dnlnaa• or which Is complcted io the aame prociucu,1 l'CSCNOlr and within one thowand (1,000) feet of the lcucd prcmixs. Tbe compensatory royalty 11 IO be paid moothly IO the 
~ bcpnrunc oo or before the la.a day of the month foll0wtn1 the month io which the oil or ps Is producc,d &om the well cau.Jng the dnlnage or tlw Is completed in lhc ume 
proclucillc rc:KnlOlr aod toe.led wu.luo ooc UM>lwand ( 1,000) fce1 of the lcascd pn:mila; l! the compcnsa1ory royalty paid 111 1ny 12-Clooth pcnod u 111 &11 amouot lcu lhao the 11111ua1 &but·in 
oil or ps royalty. Lcssc:c ab.all pay an IIDOWII equal to the ddfcreou w,tJuo durty (30) d.ayl Crom the c:od of the 12-Clonth pcnod. and oone of thcac provulocu will reltc:ve Lessee of the 
oblipdoo of rea.10tl&ble ~lopmcot nor the oblipdoo to drill offsd well• u provided in N.R.C. Scc:tion 52.03~; however, a.t the dclennlnatioo of the Commiuloocr, 1nd with the 
Commi.ssioocr'1 written lplll'OYal., the payment of compensatory royaluu shall ut11fy the oblipt100 IO drill oluct welt. Compcnsa1ory royalty payments v.lucb IR ooc timely paid will acaue 
penalty and iotCRSI io eccordancc With Panlppb 5 of tbJJ lcue. 

13. £.XT£111SIONS: U', 11 the c:xptn1100 of the prima,y tam ofthu lease, producaoo of oil°' cu bu DOC been obtained oo the IC&Kd pranisa but drilling opcraooru arc bcinc conducted 
tha'COII In good wth and ID a Sood 1nd WO<tcmanlike manner, Lu.Jee may, oo °' before the aptr111on o{ the pnma,y tcnn, ftle in the Gcoenl I.and Office wnllco appliC&lloo IO the 
Commillloner o{ the Gcocnl und Office for a tluny (30) day cxtcnJioo o{ th11 lease, accompanied by payment of Three Thousand Dollll'I (Sl,000.00) If thu lc.asc co~ slJt hundred f«cy 
(640) .au °' less and Sill Tbous&od Dollan (S6,000.00) if tlus lease coven more th.an wi bun~ f«cy (640) ICt'CS and the Commissioner ab.all, In wntin1, extend tlus lease r« a thiny (30) 
day pcnod from and after cbc cxpiradoo o{ the pnma,y term and so 1001 thcre&l\c:r u oil °' ps u produced ID payina q1W1t1t1u; provided funbcr, tlw Lessee may, so 1001 u JUcb drillins 
opc:nbOlll are belDI conducted m.altc IJb application and paymcot dunn1 any tluny (30) day extended period for Ill addibonal ex1C111100 o{ durty (30) days &11d. upoo re:ce1p1 of ,ucb 
applicaaon and payment, lbe Commissaooer shall, In wnun1, ap10 cxtc:od this lease ao tlw ume &hall remain in force for JUch addit1oaal thiny (30) day pcnod and ao looa thc:rcal\er u 0tl °' 
p.s iJ produced ID paytnl quanuucs. provided, bowcvcr, tlw duJ lease shall DOC be extct1ded for more thlll a tow o{ tbrcc hundred runcty (390) days from and &lier the cxpintioo of lbe 
primory term unlc:u producaoo IDs-Yins quanutlcs bas bcctl obwned 

14. USE OF WATER; SURFAC£: Lcuec shall have the nsht 10 use W111er produced oo Uld l&lld necessa,y (or opcnlJOIU bcrcundcr and solely upoo the leucd prcmi.ses; providod, 
bowna-, Lcsscc ab.aJJ oot wc po(ablc wa!ct or wa1ct suitable for livestock°' unpllon purposes f« W111er Oood opcnllOCU without the pnor wnttm cocucnt of La.sor. Subject IO its obllpuon 
IO pmy surf.cc d.ama,cs. Lessee ab.aJJ have the ncht IO use ao much o( the surface of the land t1w may be rcasooably necessary for dnllloa and open.uni "'db and transpo,tuJ1 t.od aw1cctio1 
tbe productloo thc:rcfrom. such use t.o be conducted under coadibOII.I o( lea.a Injury IO the JW'UCC of the l&lld. Lcsscc shall pay JUl'f1CC dama,cs In &11 emOW1t 1Ct by the General und Office 
{cc Jchcdule wbich u c.tfcctJYC oo the ewe wbctl the 1JCUV1ty rcquinn1 the paymct11 of surface d.amaacs occun. 

ts. POLLl/TION: lo dcYClopinc thu area.. Lcsscc shall wc the hishcst dcarcc of urc and all proper wcsua,ds io prevent pollutioo. Without l.i.mJllll& the forccoiog. pollutioo of COUl&I 
wetlands, ~ ~ riven t.od Impounded water lhaJJ be pm,ct11Cd by the use o{ eoownmau Caciliocs su.fficicot t.o pn!YCUI ap,llagc, scepqe or around water cootaml.11.adoo. lo the 
evait o( pollutJoo. Lcssc:c abaJJ uc all mcaiu a.t iu dlspoal to rccapcurc all c:xapcd h)dsoca,bocu or other pollutant aod ab.all be rcspoosiblc r« all d.ama,e IO public and privalc properties 

(A) UPLANDS: l.csscc abaJJ build and maintain {coca around its &lush. sump, and dralna.ac ptts &11d tank batteries IO u IO protea Uvcst.ock lplllll lou. d.amqc °' litiwy; aod upoo 
~pleuon or abmidoomcnt o( 111:1y wcJJ or wells. Lcuec lhaJJ fill and ICYcl all aJl&Sb pits and ccllan and ~plctcly de.an up the dnllin1111.e o{ all nabbish theffiXI 

(B) SUBMERGED LANDS: No dl.Jchartc of IO!ld WISIC °' ptbaae ab.aJJ be allowed Into State Wiien from any dnllins or support vcssclJ, producdoo plalfonn, crew or supply boat, 
'-le, j.aclc-41p ri1 or other equipment loc:atod oo the leuod area. Solid WUIC abaJJ LDC.ludo but shall DOC be Umned IO -u.aiocn, c,qwpmmt. rubbuh, pl.asoc., sJus, and any other mao-<Dadc 
aai-olodca,.d.able itcmJ. A 11111 must be duplayed lo a lush ir.ffic area oo all YCSJCU and manocd pla.t{omu 1Win1, ·Disdm'ge o{ any solid waste or ptbaae iolO State Watcn &om \UICI• 
°' pla.t{onzu Is lllictly prolu'blled IDd may subject a State o<Tcxu lcue to {orfcilllt'C." Such statcmcnt lhall be in lettcrio1 o{ 11 lcast 1 • In &i.zc. 

(Q RIY£RS: To tbc CXlaU DCCCS..-y IO pn!YCUI pollutioo, the provi.s,OII.I {owid ID subscctiocu (a) and (b) o{tbls panarapb abaJJ also apply to riven &11d nvcrbc,cb. 

(D) PENAL TY: Failw-c io-,iply with the rc,qulmnaiu o{tbJJ provuloo may rault ID the mwmum pco.alty allowed by law includin1 forfeiture o{thc lcue. Lcsscc ab.all be liable f« 
tbe dlmqa caused by IOCb f.aiJurc t.od any COIU and cxpclllCS incumd in cJeanina arcu affected by the disch.arced waste 

1'- ID£NTIF1CA TION MARKE.RS: Lc:ucc abaJJ c:rcct, at a dutmoc not to excocd rwauy-6w (2.S) feet from each wdl oo tbc prc:miscs cova-cd by t1us lease, a lc.p1>1e sip on •1ilch 
abaJJ be llal.cd the n.amc o{the operator, tho lease dcaipu,ooa aod the well Dumber. When two or more wcU. oo the ume lcue or wbcn wcJJ.s on two or more leases are COllllCClcd IO the ume 
llllllc bettay, wbdhct by indivldul Oow lioe coonccdocu d&rec:c IO the tanJc or tanb or by uc o{ a multiple bcadc:r S)l'llml. each lioe bctwcat each wclJ and such tanJc or header shall be lep'bly 
identified II all umes, otb,cr by a firmly anachod iaa or pl.ate or Ill ldcno6catioo properly puoled oo such line II a ~ DOC IO exceed thttc (3) fce1 Crom Neb tank or bcadc:r connection. 
Sald Ji&J11, lap, pla.tu or ocha ldcnblic:adon m.arlrccrs shall be nwnWDod io a lcp'blc cooditioo thtouabout tbc tam o{ tbJs lease. 

17. ASSIGNMENTS: The lease may be nnsfcm:d a1 my umc. All tnnsfcrs must rcfc:rcocc the lease by the rue number and must be rccordcd in the county wbcrc the arca u located, and 
tbc ,-dc,d tnost'er or a oopy ocrtJ.!iod IO by the County Qa1c or tbe county where the tnmf'er ts ,-dc,d must be 6Jed In the Gcoc:raJ I.and Office w,lhlo runccy (90) d.ayl of the cxcc:ution 
date, u provided by N.JLC. Sec:don Il.026, acccxnpenlod by the 6hn1 fee prescn'bcd by the GcocnJ l..&nd Office rules in dfcel on the date o{ ri,ccipt by the Gcnc:raJ l.&nd Office o{ IIICb 
inasC..- or ccrufiod oopy lbcrco(. Evay tnnsCc:rcc aball aacccod IO all riabts IDd be subject IO all obllpnoos, li.abiliocs, and pcnalucs owed IO the State by the oncin.al lcsscc or any sin« 
traufc:rcc of lbc leuc., iDc:.h1diq oay liabuitics IO the .we for tmpa1d royalt1e,a. 

I&. RELLASES: 1-may release the nshU panled bercuodcr to the State II any umc by rocordula the rclcue la the cowuy where tbu area Is 11nw.cd t.od fi1iq the rccordcd release°' 
ccrtiliod copy ol same io die Gcnc:ral Land Office widwi IU1la)' (90) days aJur iu exccutioo -,penled by the fi1iq {cc prcscn'bcd by the Gcoenl I.ADd Office rules in dfcel oa the dale o{ 

rccapt by the Gc:oc:ra1 1..-1 Office o( such rclcue °' ccnmod oopy tbcrcof. Socb release will DOC bave the cffcel of rclcuin1 Lc:uee from any liability tbc:rclofcn ICCnlCd In r.vor of the State. 

1'. UEN: lo aceordaacc with N.JLC. Sccuon '2 136, tbc SI.ate lhaJJ have a lint lien upon all oil t.od p.s produced from tho area cova-cd by this lease 10 sec:urc payment o( all unpaid 
royalty and ocbcr amu olmoo,,:y dul may become due UDdcr thu lease By accq,caocc o(thu leuc, Lc:uee an,nu the Slalc, io addiuoa lO the lien provided by N.ILC. Sccbon Sl.136 aod 111:1y 
ocher llpplk.al,le -.itory lien, .., cxprcA -.-.! lic:o on and ICQl,icy iotcrcsl In all leuod m.incnb io and ~ Crom the lcaJcd pran.i.scs, all pn>c:ccds wbich may IICCNC to ~ 
Crom tbc &ale of JUCh leased mlocnh. wbctbcr 111Cb pn>c:ccds an, bdd by Lc:ucc or by a thud pacy, aod all 6xturcs oo aod lmprovcmcou to the lc:ued prcmi.ses mod in amncc:doo with the 
produc:doo oc pn)CCSSU1S o( such k:ucd miocnJJI ID order to aec:un: tbc r-yment o( all royaltiu or Olher amounts due°' IO become due under tbJs leuc and IO sec:urc payment of &11y damages f " • • 
1ou th.I Les.tor may sulfa by rcuoo o( 1-'• brcadi o( my CO\lal&nt or cood.atioo o{ thlJ k.asc., wbcther express or impllcd. Thu lien and ICC\IJlty lntert:st may be {oredOkd with or o • 0 

• • 

without court proc:ecdmp la tbc manoc:r pnMclcd III tbc litle I, Oi.aptcr 9 o( the Tcxu BIWnCU t.od Commerce Code. Lcsscc &CJ'CCS th.It the Commhsioner may rcqulrc Lcsscc to execute,• • • 
IDd rocord IUCb lltllNIIICDU u may be reuonably .-,, to adcnowlcdsc, au:ach °' pcrf'cel thlJ lien. Lcuec hereby rcprcsents tlw then are no prior or IUJ)Crior UCOJ .-islna &om a:1 • • 
rdadns IO Lcsscc'1 ac:ovibes upon the aboYO-dc:,cn'bcd propc.ny °' from Lc:uee'a oaiuwtion o{ this lease Should the Commwioner II any ume dctcrmioe that thu rcprcscnwioo u DOC INC. 

0 
• 

then the Commw:iooer may dcc.lar-e tbu !cue forfc.iled u provided bc:rct0. • .... 
10. FORYEITU'R.£: 1f 1- aba1J fail °' refuac IO male the paymait or any awn within thirty (30) days after it become, due, °' if Lc:ucc or ao autboru.cd qcnt abould knowi.a&Jy make : • 0 0 

my fabc rcun °' fabc report cooccnu.o1 produc:tioo or ckillln1, °' if Lcsscc aba1J wJ °' refuse to dnll any o!Isct well or weU. io Sood faith u rcquln:,d by law aod the rules aod rcruJad 
adoplcd by the CommJ.uioacr o{ tbc Ococ:ral l.&Dd ()(lj«, or tf Lcssc:c abould Cail IO rue rcporu In the manner rcqwrod by law°' wJ IO ~ply with rules and resuia.tJOOJ promulpicd by • • • • • 
Gcoc:raJ Land Office, the School Lmd 8-d, oc the lw.lr09d Cooimisslon. or refuse the proper autbonty acccs.1 to the records pc:ruuuo1 to opcntiOOJ, °' .r Lc:uee or &11 au1horiz.cd aacnt • 
lhould lcnowincly Cail or rc!UM IO IJYC con-ect mf«mation to the proper 11nhonty, or mowuipy w1 oc refuse IO f\uu!sh Ilic General Land Office a correc1 los of any well, °' if Lcsscc &ball 
knowlnsly violau any of the~ provi.dOII.I o(thu lease., or ifthu lc.asc u Ullanod and the usilllllllail u not filed io the General Land Office u rcquln:,d by law, the riabts acquired uod-. • • 
thu '- abaJJ be ,ubject to {orfdtut'C by the Coa:unwioner, and be ab.all forfeit ume wbai auffietaitly Informed or the (Kts wblch authorize a {orfc.iture, and wbeo forfciled the arc.a .t.J1, • o • 
apiD be sub)CCI IO 1c.ase to the lushest bidder, under the ume resullliOD.1 coal1'0llln1 the oripnal Ale of leases.. H~. DOChl.na b<fflO aball be COllSU\led u waiving the au c 
lcnDlnaDon of tbu lcue by opcnooo o( law or by rc,uoo o{ any Jp«ial ltm1wioo ariJLDC bcrcundc:r Forfaturu may be set aside and thl• lease and all rishtJ thereunder rcinauud be~ 

0 
•• • • • 

riabtJ o( aDOCbc:r mtavale upoo u.tu!M:t«y evidc.nc:e IO the Comm1t.s1oocr o{ the Gcncnl I.and Office of future compliance with the provi&iOIU o{ the law and of tbu lease 1nd the rules aod 
O 

rqwatiOD.1 that may be adopted rclatlve bcrcto. 

4 



: I. RJVl!IUlEO TRACTS: In the cvcot thu lease CXM:n a riverbed. Lcuce Is bcnby ,poc1fically gnntcd lhc ri&Jit or eminent domain and c:oodcmnauoo as provided for In NJLC 
Sectloo.s Sl.092-52.093, u • pan or the coru1dcn.tioo movina to Leu« for the eovma11u hettln made by Lcuce · 

l l. APPI..ICA DLE LAWS ANO ORII..Ll C RESTRICTIONS: This lease shall be JUbJCC'l to all Nies and rcaulat101U. and amcodmcnts thcrc10, promulptcd by the Commiulona of 
lhc GcncnJ l.aod Office aovcrnina drilhn1 and produana opcnlioo.s oo Pcnnancnt Free School Land spccillcalJy indudula any rules promulptcd tlw n:late to plans of operations, payment or 
royaltica, and auditina proc:edwu. and ahall be JUbJcc:t to all o<hcr valid sarutcs. Nlca, n:auladcxu. ordcn md ordmanccs tlw may aJTca 09Cf'l,l.ioo.s under the provtJIOO.S of this lease. Without 
limiting the 1cncnl1ty or lbe foregoing. Lessee bc:rcby •Jr<CS, by the loCCcptanCC or this lease, to be bound by and subject to all ,wuiory and n:autatory provwoo.s n:launa 10 the Gcncnl land 
Office's audit bilhna ootic:c and audit bcannp proccdwu. Said provulocu arc currently found &131 Texas AdmUUSUMlve Code, Oiapter •. and Tcxu Narural R.csowus Code Sections 52135 
and n .137 through n .1•0. In the cvcot this lease CXM:n land f'nncbbcd or leased or othcrwue u-' by a navipdoo distnct or by the Unltod Swa for the purpose ofuvipdoo or otba 
purpose Incident to the opc:nlioo of a pon. thcn Lcsscc shall DOI be cntitlod to cnter or l)OlkU such land without prior lpptOYal u provided Wider Sectioo 61 117 of the Tau Water Code, but 
Lcsscc ahall be entitled to ~lop lUCb land for oO and p.s by dirccuooal dnllinr, provided,~. that oo sunacc dnlllna locaaoo may be ncata' than 660 fCCI and spcc:,a.l permission Crom 
the CommlJSiooer o( the Ocncnl Land Office is necessary to make any surf'a,ec, locatioo ncan:r than 1,160 (CCI mc:asw,,d Ill n&Jit angles from the ~ bullchQd hoc or from the nearest 

dredged boltom edge of any channel, ,hp, or turrun& basin which has boCII euthoriud by the United Swcs u a (edcnl projca for future coosuuctJoo. whJchewr u nearer 

lJ. REMOVAi.. OF EQUlPMENT: Upoo the 1a111inatioo of dii.1 lease for any cause, Lessee shall DOI, ID any cvcni. be permitted to n:move the C&SUII or any pan o( the oquipmcnt 6-
any producing. dry, or abandooed wcU or ,..cJls without the wnnm cocucnt ol the Commwiona o( tbe GcncnJ Land Office OI' his eulhoriud rcprcsc:nt&llvc:, oor shall Lessee, without the 
wriUt:n COCUCllt of said Commluiooer or bu autbonud n:prcscnwive n:move from the luscd prcmlxs the c:asina or any otha c,qulpmcni. m.atcnal, machinery, tipplJIDCd or property owned 
by l..csscc and u-' by l..csscc lo the development and producuoa or o,.I or ps tbcn:ftom unul a.II dry or abaodooed wcllJ bavc: bcco pluued and unul a.II alum or refuse pots have been properly 
filled and all brol.:.en or disc:atdcd lumber, machinery, or debris ahall have bcco removed from the pn:mucs to the Plllfacuoo o( the wd Comm1JS1ooa or bu autborucd rq,n:saitauve. 

lA. FORCE MAJEUR£: Sbould Lessee be prevented from compl)'IDI with 1111y express or unplicd covcoaot of thu lcue, from cooductui1 dnllina opcraooos th~ or &om producui1 
ocl md/or p.s thcrdrom. .ftcr dl'on made lo &ood wth, by rcaJOO o( - . rcbcllioo. riots, llnkes, fitu. ecu of God or 1111y order, rule or rcgularioo of pcnuncnta.1 authonty, tbCII "'iulc so 
prcYmlcd, l..csscc'• oblipiioo to comply with alCb coven.ant shall be ,u.spcndcd upoo proper and aanmctofY proof prc:scntcd to the Commtuiooer of the Gencnl Land Office lo support of 
l..csscc'• contcntioo 1111d Lessee ahall DOI be liable for damates for failure to comply therewith (accpC lo the event of lcue opcntioos swpcndcd u provided In the rules and n:autations 
edoplcd by the School Land 8owd); and thb lease shall be extended while and so loo& as Lcsscc Is prcveolcd, by any such cause, from cktlling. n:woriana opcraooos OI' produaa1 0tl and/or 
p.s &om the leased premises; provided, boweYcr, that notluna hadn ~ be COCISU'\lcd to suspend the paymcnt of rentals dwula the pnmuy °' extended tcnn. oor to abrid&e Lc:s.sce'a ript to a 
,wpau:ioo under any applicable ltlll\lte of this Swe. 

1S.. L.!.ASl! SECURITY: l..euco ahall ta.Ice lhc hiahat degree of care aod all proper safesu,anls to pro(CCl wd prcmlscs and to Pf'C"Call thd\ o( oil. P£. aod other hydrocarbocu pn,dueod 
&om uld lease. This indudes, but b DOI limited to, the iluu.l.la.tloo o( all ooc:cssary c,qulpmcnl. seals, locb, or other appropnllC protectJ~e dev,ca on OI' 11 all acccu points at the lease's 
productioo. pdierlng and sunae l)'IICll1S where theft ofbydrocarbocu can OCCW'. L.essec ahall be liable for the loq of1111y bydroc:a,boas rcsuluna from theft and shall pay the SWc o(Tcus 
royalties thcreoo u provided herein oo a.II oil. p.s or other hydrocltboos IOI! by reaaoo or theft. 

16. REDUCTION OF' PAYMENTS: I!, dunna the prima,y lam, a portJOII of the laod covcrccl by this lease Is indudcd Within the boundaries o( a pooled urul that lw boCII apptO\.'ccl by 
lhc School I.And Boatd In accordance with Nanni~ Code Soaioo.s 52.151·52. 153, or i!. &11111y time al\a the cxpint,on o(the pnmuy tam or the CXl.CDdcd lam. this lease c:own a 
i- number of acres than the t-1 amOUllt desc:n1>cd bcmn, payments that ore made on a per ~ basis bcrcundcr abalJ be reduced acconlm& to the number of ocrcs pooled. n:lcued, 
surrcndcnd. or othcrwue acwn,d, ao that payments dctcnnlncd oo a per ~ basis under the tcmu of thu lcue dunna the prima,y tam ah.all be calculated based upoa the number ol ecrcs 
outside tho boundaries of a pooled unli. or, if alter the cxpintioo of the prima,y tcnn, the ownber of acre, actua.lly malnod and CIO'>crcd by thu lease. 

17. SUCCF.SSORS AND 
assigns of l..csscc bc:mn. 

l&. ANTIQum:ES 000£: Ill thc cvc:nt that 111y fQIUl'C of lll'Chooloaical or hislorical lntaat iJ CIICOIIDICRCI durin& the acuV1tics 111lhoru;cid by thu lease., Lcaacc will immcdilldy casc 
8Cdvitics and will lmmedwdy oodfy the Ococnl l.and Office and lhc Texas Hulorical Commissioo ao thll adequate measures may be undaul<cn to prot.cct or teCOYU such dlxoveriea or 
findio.p. u appropriate. Lessee u cxprculy placed on nodce old>e Nadoot.l lilJlorical Pructva.lioo Act of 1966 (PB-,19-66, IO SW\lte 91S; 16 U.S.c.A. • 10). Lcsscc shall comply with the 
Anciquldea Code ol'Tcus. Cl,ap(cr 191, Natvnl Raourccs Code. as amended 

1'. VENUE: Lc:uor and lc:sscc. lncludma lcsscc's succc:uon and uslam, bc:rcby aarcc that venue for any dupute llt\SIJII out or a proviDOO of thu lease. "''llctha cxprcu or Implied. 
n:prdlog lntapmadoo of this lease, or n:lating lo any way to this lease or to applicable case law, IWUICS. or admuuslnuve rules. shall be in a court of compctcntjurudictioo loc:a1ed in Tl'lvu 
County, State of Tcus. 

30, LE.ASE FlLINC: Punuant to Cl,ap(cr 9 of tho Tex. DUJ, & Com. Code, tbb lease mUJI be filed of rccon:1 m tho office of tho County Ocrlc ID any CIOUlll)' In wbicb all OI' any pen of the 
leased premises Is locatccl., md octtified copla tbcn,of mllll be filed in the Gcnera.11...md Office The p,aa,'bed lllina fee shall accompany the c:at11led copies KDI to the Gcsicral l...md Office . 
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,,.,. .. : .. ' .. ·-
31. EXECUl'ION: This ot1 and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and in the General Land Office of the State of 

Tew. 
.. ' 

TITAN RESOURCES, L.P., By and Through Its 

~~::dJ42/ 
Dan P. Colwell 

TITLE: Vice President - land 

DATE:. ___ S~e~p~t~e~m=b=e~r_2~5~,'-'1~9=9~8-~ 

IN TESTIMONY WHEREOF, witness the signature of the Land Office of the State ofTcxas under the seal of the General Land Office. 

·~ Lei•l 
DC 
SD . 
Enc __ _ 

STATEOF ___ T_E_XA_S _____ _ 
(CORPORATION ACKNOWLEDGMENT) 

COIJNTYOF, _ _,_M~l~DLA"'-"N~D'----'--~ 

BEFORE ME. th, oodomgood aolhority, 00 lhi, daypononally """""°"'----D_A_N_P_. _C_O_L_W_E_L._L_···-----------
v I CE PRESIDENT - LAND of TITAN RESOURCES I, INC., known to me to be the persou. whose name is subscribed to the fORgoing instrument, as, _________ ;..· --------' 

General Partner of TITAN RESOURCES, L.P. 
-----------~-------------------and acknowledged to me that he: ex:ec:utcd the same 

for the purposes and considcntioa therein expr'CS5Cd, in the capacity stated. and as the act and deed of said corpontion. 

Given under my band and seal of office this the 25th day of _ _:S.:..e.cp.:..t.:..e.:..m.:..b.:..e.:..r ___ -;--;,7"'~~ 

STATE OF __________ _ 
(INDMDUAL ACKNOWLEDGMENT) 

COIJNTYOF·----------

Before me. the undersigned authority, oo this day penon.ally appeared'----------~----------­

bown to me to be the pasons whose names are subscnocd to the: foregoing instrument, and acknowledged to me that they executed the 
ame for the purposes and consideration therein expressed. 

Givcnundcrmybandandscalofofficethisthe. _____ --'dayof _____________ ~l9, ____ _ 

••• • • • •• • 
•••• • • • • •• 

• 
•••• • •••• 
• •••••• --------------------~ . 

6 

Notary Public in and for·------------- • ~···· • • ---------------------···· • •••••• • • 
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___/ - /T ---- UNDA ~ru:,~~UNTTCLl'!IIK 
nr'Z2.P~· Deput)'. CULBERSON COUNTY. TEIAS. 
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Lease Number Book/Vol Page Ent r;: County I Pariah Stat 

TX299-109-145-000-00 78 290 51192 CULBERSON TX 

~~ee N I State of Texas l l"ABC O.Ste I 08/04/98 

Le~ l Deacr1ption 

" ot Sect ion ~ l, lllock 52, Puhl IC" School !And UlVf'."Y, Culbers n C' unLy Tt x ,a, nu,inlnJ 11pµ1 xllNltely 120 acres 1111 ahown on 

the O! [ 1 1al Map o! Culberson County on f Ile Ill the Texas General Land Ott1 e, Auat1n, Tex B 

990563 
-, 

l { 

PROSPECT TX299 - PARAGON INDIAN/S~ · " .. v l 

foyce(s Account Number AmOunt 

State of Texas ~x20 . 00 
General Land Office 
1 N. Congress Avenue 
A• . ' TX 78701 t n , .... . . • 

{/{a.17 ~soarce~ LP /~( .. . . .. .. 
R:J • • "Period Beg . 08/04/1999 DELAY RENTAL C"HE K N 100417 

•• . . . 
IN ,f 11,N. TO DEPOSITORY You have been t.les! in ted as depository tor the auove deacr1bet.l paymen• Ple,11ae c1et.llt. the p1oceet.111 
t.h<. , -. t tot.he parties ""me! u1l in th'-' unounts lnl1 >tcd h uld ,ny d1tf1 ulty t any n turn 1111ae, DO N")T RETIJRN our check, but 
maj ~ . th• dt'pos1t to the credit ot ttrn, ,ty name,! .n s,e 111! , un•. an! advise ua 1111 11 n as poan!ble fo, !unher ln11t1uct.1one . . .... 

100417 



•••• • • • • • • 
•••• • • • ••• 

• 
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• •• • • • •• • 
• 
•• • • ••• • 
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Check# 101229 , ure .P SooJCf S L. ,~1 
r ~perty Id I MMS Eff. Date Recording Information State County/ Parish 

TX299-109-145-000 00 08/04/1998 11/21/98 BK 78 PG 290 ENTRY 51192 TEXAS Culberson 

M 9<J6Qi1 ... ' 
Property Name / Lessor 

Comm1SS1oner of the General Land Office of the State of Texas 

Property Legal Description 

S/2 of SectJon 43, Block 52, Public SChool Land Survey, Culberson County, Texas, containing approximately 320 acres as shown on the OFtiaal Map or 
Culberson County on me 1n the Texas General Land Office, AuSUn, Texas 

j//2}·vv nn G1Ge9 "' ..., 

Payee Name & Address SSN/Tax Id Number 

State or Texas, acting by and through the 
CommiSSloner of the General Land Office Federal Tax Withheld 
1700 N. Congress Avenue 0.00 
Austin, TX 78701 Account Number 

Total Bank Charges 
0.00 

PaytW?N Period Payment Amount Bank Service Property Property 
Du~lW,"&0 (in months) Description Due Charges Sub-Type Sub-Id 

08/Q4(iQQO 12 Delay Rental 320.00 0.00 .... . . ,.,.! 0.00 0.00 . • .... 
• • . 
I r 0.00 0.00 

• • . . 
• ·-I I 0.00 0.00 

I I 0.00 0.00 

Instructions to depository: you have been designated as depository for the above descnbed payment(s) Please credit the proceeds thereor to the parties 
named and 1n lhe amounts 1nd1cated. Should any d1mculty anse, make lhe deposit 1n a speaal account, and contact us 1mmed1atel1'J ~ 1 Q 12 2 !::J 



.. 
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• •••• 
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Check# 102562 
Property Id / MMS Eff. Date Recording Information ... State County/ Parish 

TX299· 109· 145·000·00 08/04/1998 11/21/98 BK 78 PG 290 ENTRY 51192 • .. 
Td q,5 • ! Culberson . . • 

M 99604 
. .. . .. . . • • . . • . . . . . • . • ... ,.... 

Property Name / Lessor 

Commissioner of the General Land Office of the State of Texas 

Property Legal Description 

S/2 or Section '13, Block 52, Public SChool Land Survey, Culberson County, Texas, containing approximately 320 acres as shown on the Offiaal Map of 
Culberson County on file in the Tex.as General Land omce, Austin, Texas 

l?J()IV'--
Payee Name & Address SSN/Tax Id Number 

State of Texas, acting by and through the Comm1ss1oner of the General Land Office 
1700 N. Congress Avenue Federal Tax Withheld 
Austin, TX 78701 0.00 

x&0-00 
Account Number 

?ur~ ~~LLVCC?S l-P Total Bank Charges 
0.00 

Payment Period Payment Amount Bank Service Property Property 

Due Date (in months) Description Due Charges Sub-Type Sub-Id 

08/04/2001 12 DELAY RENTAL 320.00 0.00 

I I 0.00 0.00 

I I 0.00 0.00 

n-1r.,. ,... ___ 

I I 0.00 0.00 V..LIU'f 00;) ! 

I I 0.00 0.00 

l nstructlons to depository: you have been designated as depoS1tory for the above described payment(s). Please credit the proceeds thereof to the parties 
named and In the amounts Indicated. Should any difficulty anse, make the deposit in a special account, and contact us 1mmed1at'f(J ~ 1 Q 2 5 6 2 



. . . . . . . . . . . .. . . . . . . . . . . . . 
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Check #9901466 ... . 
Property Id I MMS Eff. Date Recording Informatlel\ • . 

State County/ Parish • • • 
TX299· 109· 145·000·00 08/04/1998 11/21/98 BK 78 PG 290 ENTRY 5119i . . • • : r e Culberson . . . . . 

M 9%0·1 . . . • . . ... 
Property Name / Lessor 

Commissioner of the General Land Office of the State of Texas 

Property Legal Descriptlon 

S/2 of Section 43, Block 52, Public School Land Survey, Culberson County, Texas, containing approximately 320 acres as shown on the Official Map of 
Culberson County on file 1n the Texas General Land Office, Austin, Texas 

02042Jl 3 

Payee Name & Address SSN/Tax Id Number 

State or Texas, acting by and through the Commissioner of the General Land Office 
1700 N. Congress Avenue Federal Tax Withheld 
Austin, TX 78701 

d-1 
0.00 

Ac,;ount Number , 
Total Bank Charges 

0.00 
Payment Period Payment Amount Bank Service Property Property 
Due Date (In months) Description Due Charges Sub-Type Sub-Id 

08/04/2002 12 DELAY RENTAL 320.00 0.00 

I I 0.00 0.00 

,TI) 

I I 0.00 0.00 
. 

,. 
-

~~LJ lfJ .. I 
I I 0.00 0.00 v / ,, -

I I 0.00 0.00 
\. 

1-.-i -
InstructJons lo de1)()$1tory: you have been designated as depository for the above descnbed payment(s). Please credit the proceeds the~µ;o,.ttlt, pc;rnp 
named and In the amoonts 1ncj1cated. Should any d1ffirulty anse, make the deposit 1n a speoal account, and contact us 1mmed1ately ~ ~ U .1 q O 6 
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